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O thus be it ever, when free men shall stand 

3etween their loved homes and the war’s desolation! 

Blest with vict’ry and peace, may the heav’n rescued land 
Praise the Power that hath made and preserved us a nation! 
Then conquer we must, when our cause it is just, 

And this be our motto, “In God is our trust!” 

And the Star-Spangled Banner in triumph shall wave 


©'er the land of the free and the home of the brave. 
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Discount Chislers - = = 


Here’s an effective yet friendly means of 
r y 






impressing these profit “syppers” that your 





terms of sale mean just what the words 





say and nothing less. 







































Sanclily of the Sales Contract 


The Sanctity of the Sales Contract must be firmly upheld in its 
condition and phr: 


Good Will and $ $ $ 


The most valuable of your mntangible assets 1s good wil! You 
“ny our finger on it bh plaxsa.mo mifie 


Are You Fair to Yourself? 
cash discount premium is the nearest thing to 
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less than the amount shown on our books. 

This may be a miscalculation in discount or a deduc 
tion after the — period elapsed. Our definite 


terms 
your records will 
mustake 


Do you know 


How seriously your credit standing is affected by 

gis *eglect or indiffereate to the correspondence of your 
(aay creditors relating to overdue accounts? 

——s mit when due, don't let the 










insndng uss sopplenenay coral ~=©Did You Ever Stop to Think 


That cash discount terms are a carefully predeter- 
#3 mined factor in fixing the price at which merchandise 
1A is sold? 
JJ Business needs your co-operation in fulfilling the sales 
contract. Fairness in respecting discount terms is 
an absolute requisite to sound business practice 
THE CASH DiSCOUNT APPLIES FOR A LIMITED 
PERIOD—OBSERVE THIS LIMIT AS YOU WOULD A 
LEGAL AGREEMENT 


NATIONAL ASSOCIATION OF CREDIT MEN 
ao One Park Avenue New York City 





'SPONDENCE IS A MOST 
'D BUSINESS BUILDER. 





ON OF CREDIT MEN 
MEW VORK CITY 


LETTER ENCLOSURES OF PROVEN EFFECTIVENESS: 


Ten different styles of enclosure cards pre- Subjects covered include the need for insur- 
sent your message briefly, forcefully, and ance, promptness in correspondence, ob- 
with the necessary degree of tact. The servance of sales contracts and discount 
Association’s name and seal on_ these terms, the advantages of discounting, can- 
attractively colored cards lends cordiality cellation of orders, and the importance of 
and strength. furnishing financial statements. 


PRICES, POSTPAID 


Special combination offer—100 of each of 10 styles for $3.00 


SEND FOR SAMPLES OF N ACM FINANCIAL STATEMENT BLANKS 
PUBLICATION DEPARTMENT 


NATIONAL ASSOCIATION OF CREDIT MEN 
ONE PARK AVENUE NEW YORK CITY 
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The Odds Favor Small Business 


The casualties of small business organizations began on a large 

u scale in the early twenties. First the era of mergers and consoli- 

dations — later mass production and new methods of distribution 

caused many small businesses voluntarily or involuntarily to close their 

doors. 

These causes, to a lesser degree, are continuing. At the moment 

you can add the war as taking a substantial toll of the smaller business 
organizations. 


Because of the diminishing number of small business institutions 
it is a general impression that small businesses are just naturally doomed. 
Much of the business news has carried that implication. 





The truth of the matter is that many of the efficient small busi- 
nesses in normal times have a much better opportunity for making a 
success than the larger corporations. They are not confronted with 


some of the labor problems the larger organizations must face. They B 
have the facility to shift quickly to meet current trends. They have ‘. 
the ability, without disrupting their productive or distributive forces, to th 
render special services which prove too costly to the larger institutions. Ww 
They undoubtedly will have, in the course of time, tax advantages and p! 
relief from the many regulatory measures applicable to larger busi- s¢ 
nesses. 
al 
It is time that the constructive opportunities for small business be A 
emphasized and that the gloom prophets cease their predictions that pl 
small business, irrespective of how efficiently operated, is on the way a 
out. - 


If a way can be found to bring an efficient type of management in 


to many more small businesses it is quite likely that the small business he 
institution in the future will ask no quarter and give no odds to the ef 
larger establishments. “ 
fc 

AS 
% 
Henry H. Heimann A 
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THEY’RE 
ALL ACES 
TODAY 














Blinding speed, armored planes and devastating 
firepower have eliminated the individual ace— 
the “knight of the air’—from modern aerial 
warfare. Now it is the perfect coordination in 
precision teamwork of every echelon and every 
squadron that “rings the bell’ in air battle. 
That is why American fighters and bombers 
are writing such glorious new pages in history. 
Americans are brought up on teamwork—in 
play, in business and in war. In the fire insur- 
ance industry, for example, despite the handi- 
caps of the manpower shortage and drastically- 
curtailed transportation, agents are continu- 
ing to bring insurance protection to American 
homes and industries. And besides giving 
eficient service to policyholders, agents are 


active in civilian defense—another important 
form of protection. 






Official U. S. Navy photograph 


Moreover, they are still further proving 
their teamwork ability by patriotically cooper- 
ating with our company in its modest contribu- 
tion towards national war financing through 
the Ninetieth Anniversary War Loan campaign, 
which provides that: 

All new gross premiums collected on fire 
and other policies that the Home writes for the 
balance of the year are being invested in War 
Loan Bonds. These purchases are OVER and 
ABOVE the normal government bond pur- 
chases which the company is continuing to 
make. 

In the air or on the ground, teamwork is the 
American way—the short-cut to Victory! 


x THE HOME * 
Sredwrewnce Company 


NEW YORK 
FIRE * AUTOMOBILE * MARINE INSURANCE 
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Planning for Peacetime Credit 


Mh itien in Credit iad an Smportant Pp ossibility 


In our industry meetings we dis- 
cuss problems of and plans for 

W our individual industries, and it 

seems only logical that for the 
good of the whole, some coordinated 
program of activity will be most de- 
sirable. Basic credit principles do 
not vary between industries, so plan- 
ning in line with fundamentals should 
be universally acceptable. 

We of the credit profession can 
justify our business existence only so 
long as we contribute something to 
the realization of the major ambition 
of every business venture—profits. 
Every one of our activities must be 
directed toward the goal of profits. 
There are two main highways along 
which we can travel to our goal. One 
is the way of direct profits through 
increasing sales, the other reducing 
credit losses. Most of us move along 
both roads simultaneously, and, as 
expert credit practitioners, determine 
the proper speed for safe travel. 


A Difference in Credit Losses 


EW of us realize that some, or a 
certain class of credit losses, are 
‘justifiable because they are a minor 
though direct cost of really construc- 
tive credit practice that, over all pro- 
duces more than compensating prof- 
its. Because of this, it seems to me 
that we have over the years permitted 
the term “credit losses” to be used too 
freely. Possibly we should insist 
that there be a break-down of the 
figures of credit losses and determine 
the origin of, or the reason for them. 
I have for years argued that some 
of the so-called credit losses were ac- 
tually advertising, promotional or 
sales losses, and that true credit 
losses are only resulting from care- 
less, unprofessional analysis; or bad 
judgment; or failure to have and to 
use the necessary tools of the skilled 
craftsman. 
To make my point, let me call your 
attention to two situations entirely 
dissimilar yet each. resulting in a so- 


Credit and Financial Management . 


By G. C. KLIPPEL 


Credit Manager, Van Camp Hard- 
ware & Iron Company, Indianapolis 





called credit loss. A credit man in 
the Petroleum Industry establishes a 
credit line for a station in a location 
where they need representation and 
distribution for competitive reasons. 
He knows and states frankly that the 
credit is hazardous, delinquency is ex- 
pected, and the possibility of loss very 
great. Credit approval is not based 
on credit factors justifying such ap- 
proval, but rather on factors arising 
trom advertising, sales or promo- 
tional requirements. 

Another credit man, possibly in 
your Industry, establishes a credit line 
without information as to financial 
condition, operating progress, and 
paying habits of the customer; or, 
having the information, does not 
know how to make a professional an- 
alysis of it. Assuming that a bad debt 
results in each case, is it fair to throw 


them both into the one kettle and call 
the whole thing “credit losses,” par- 
ticularly if our progress profession- 
ally is to be judged by the overall re- 
sult as compared to the yardstick of 
“maximum profits with minimum 
losses.” 

On the other hand, many credit 
men have excused losses on_ the 
theory that pressure for sales volume, 
representation and advertising have 
justified certain bad debts, even 
though no effort to select the better 
of the weak ones has been made. 
Surely a certain amount of selectivity 
is of great importance regardless of 
the urgency for distribution. For 
such selection information is neces- 
sary, and information, being one of 
the most important tools of our pro- 
fession, should be the subject of 
greatest concern to us. 


The Tools of Our Profession 


ERMIT me to critically discuss all 

credit losses—those that are jus- 
tified as sales or promotional expense, 
and those inexcusable because they 
are the result of carelessness, of un- 
professional attitude, or a lack of 
knowledge, and unwise decisions 
based on the lack of tools or inability 
to use them properly. 

To sensibly plan for peacetime, 
either as individuals or as Industry 
Groups, our deliberations must re- 
volve around the two major factors 
—what are we expected to accom- 
plish and what tools do we need— 
and from those deliberations should 
come a definite program which will 
aid our efforts to do a better job. 
We must not be lulled into a feeling 
of immunity by the present unprece- 
dented condition and liquidity of 
business and individuals generally. 

History has proven that it will take 
more than a war to change human 
nature and business, fundamentals 
and practice. People are going to be 
just about the same so far as their 
reactions, their desires and their in- 
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stincts are concerned, after the war 
as they were before the war. 


Men Always Will Take Chances 


NLESS our business activities in 
postwar days are conducted on 


an entirely different basis, perhaps 


under some new method or direction 
which will eliminate those factors of 
sales pressure and competition, we 
can anticipate a recurrence of the 
same sort of situations and difficul- 
ties that we experienced heretofore. 
So long as we have free enterprise 
men will venture and men will fail 
and our job will still be to differen- 
tiate between those who will succeed 
and those destined for failure. 


No doubt we all have spent too 
much time discussing the reasons for 
failures that have happened, crying 
about fees paid in receivership and 
bankruptcy estates, and condemning 
the processes which resulted in the 
distribution to creditors of a paltry 
5% or 10% on the dollar. All of our 
discussion, legislation, and study has 
not resulted in any appreciable in- 
crease in dividend percentage paid. 
Have we forgotten the old expression 
“you cannot get blood out of a tur- 
nip?” Asa matter of fact the loss 
was there before the case got into 
the court of liquidation. The true 
value of assets was only 10% of the 
abilities, and the remainder was lost 
while you and I were presumably 
making our decisions as to procedure. 


Looking at Bankruptcies 


HAT, then, can and should we 

do to prevent that pre-bank- 
ruptcy 90% loss? The fact seems 
clear that much of it grows out of 
sales pressure, but if we are prepared 
to admit that we, as credit executives, 
can exercise no influence on this fac- 
tor, our prestige in Industry must 
suffer. Such part as does not grow 
out of sales pressure must be at- 
tributed to incompetence or careless- 
ness, but in either event the impor- 
tance—yes, even the necessity of our 
work may well be challenged. 

To prove once and for all that 
something can be done, and to point 
the way let us make just one com- 
parison. One of our own Associa- 


tion services has the record for us. 
As against the less than 10% divi- 
dend average through the bankruptcy 
courts, our own Association Adjust- 
ment Bureaus have proven their abil- 
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“Appraisal of Post-War Credits” 


by E. William Lane, Treasurer, 
American Screw Company, Providence 


—will appear in the August issue of "Credit and Financial Man- 


agement". 


This problem of what credit executives will face after the war 
is a very important one and the ideas presented by such experi- 
enced credit executives as Gus C. Klippel in this issue and those 
to be presented in August by Mr. Lane are worthy of deep study 


by all active credit men. 


ity to return an average of from 30% 
to 35% to creditors. It seems to 
me reasonable therefore, that we as 
individuals and as industries could 
profit much by utilizing the facilities 
of our Adjustment Bureaus, or at 
least try this method in every case 
before resorting to or participating 
in a bankruptcy action. But a fact 
of greater importance to us is that 
one of our member owned and mem- 
ber operated service units proves the 
proper approach to our problem. 
What justifiable excuse have we for 
taking any loss? Is it sufficient that 
our firm has set up a reserve to cover 
our mistakes? Or that we didn’t have 
time to lend a hand in promoting 
those services which would make the 
necessary information available to us? 


Elements in Failures 


WITH few exceptions there are 
two elements of surprise to 
creditors in every failure: the num- 
ber of creditors ; and the total amount 
of claims.: The very fact that we 
are surprised by this information is 
proof that we did not have it in ad- 
vance. I repeat right here what I 
have said so many times in the past. 
In theory, I see no reasonable excuse 
for any true credit loss. Given cer- 
tain conditions, and by that I mean 
the tools the professional credit ex- 
ecutive needs to properly decide the 
issues, and assurance that the tools 
are proper for the work they are to 
do, credit losses will cease to exist. 
How else can we explain the fact 
that the students in my classes at 
Butler University (and they are be- 
ginners studying theory and prin- 
ciples) will invariably reject the ap- 
plication for credit after analyzing 
the complete information and condi- 


ele ee 





tion of one who has failed subsequent 
to the date of the figures and reports 
that I submit to them. I do not pick 
out any certain cases—I take all fail- 
ures on which subject a financial and 
operating statement is available and 
prepare a Credit Interchange Bureau 
report showing all the creditor’s ex- 
periences revealed by the records of 
the liquidation. (Perhaps I should 
explain that my work at Butler Uni- 
versity is just a hobby—I still earn 
my bread and butter at the credit 
desk and devote most of my time to 
solving problems—not making them. ) 

Review the failures in which we 
have been creditors. Isn’t it true that 
if we had previously had the true 
facts of the customer’s financial con- 
dition, a complete payment record and 
have known the number of creditors 
and their experience, we would never 
have been creditors? We will have 
difficulty finding many losses that a 
review of the actual facts and condi- 
tions disclosed after failure will not 
cause us to say: “Had we known that 
we would have gotten out long ago.” 


Do We Lack Information? 


WHY didn’t we have these facts? 
And, more important from a 
constructive viewpoint, what can we 
do to get them? This is a matter 
which we ourselves control. Let there 
be no misunderstanding as to my 
intent when I refer to “we’—I mean 
the credit and business executives, 
managers of local Associations, the 
National Executive Manager and Of- 
ficers and Directors of the National 
Association. Whenever we come to 
a full realization that we must have 
the proper tools to do the job we are 
expected to do, we will get them. 
The most important thing that our 
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Industry Groups can do at this time 
in planning to best protect the in- 
terests of our companies in postwar 
days is to set about the organization 
of our activities and our cooperation 
with one another so that we may 
develop the true facts on the total 
number of creditors of our customers 
and the total of their indebtedness. 

We have the equipment to do this 
in our own Association. Our Credit 
Interchange Bureaus are set up to do 
this important job for us. They have 
proven their merit. But none of us, 
no matter how intimately acquainted 
with their service and activities we 
may be, can as yet but meagerly com- 
prehend how valuable they can be 
made to us. 


Eliminate the “Surprises” 


HAT value can be realized in 

more ways than one. We can 
eliminate that element of surprise I 
spoke of a few minutes ago. By 
eliminating the surprise we will 
logically have eliminated most of the 
mistakes in credit judgment. Then 
we have surely reduced our credit 
losses. We can participate construc- 
tively in the affairs of our companies 
by increasing volume of sales to cus- 
tomers of proven good record. We 
can reduce the cost of operating our 
Credit Department, and reduce our 
expenditure for credit information. 
All of this by eliminating the credit 
competition that exists between us 
which, after all, is the only alterna- 
tive to our complete cooperation with 
one another. 

Competition or cooperation — 
which? We can go our separate 
ways, seeking our information in 
whatever manner we choose, mate- 
rially adding to the cost of such in- 
formation as we are able to secure, 
and because of our very lack of or- 
ganization, revert to prewar experi- 


ences of unexpected losses, surprises, ° 


and alibis, all of which moves our 
professional goal just so much fur- 
ther away from us. Or, we can, as 
individuals and as Industries, plan 
our work to the end that not only we, 
but all engaged in the handling of 
credit matters, are made to realize 
the value of cooperation to the even- 
tual banishment of credit competition. 

It was foolish for us to passively 
face prewar sales pressure and credit 
competition when cooperative effort 
would have given us the answer to 
each of them. It will be downright 
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silly for us to face the serious post- 
war problems which Mr. Lane so ably 
presented, if we are to revert to the 
old competitive spirit in our credit 
relationships. Let there be no mis- 
take about this. Mr. Lane left little 
room for doubt that postwar credit 
hazards will be a much greater prob- 
lem than those of the past, and such 
being the case, it behooves all of us, 
as individuals and as a National As- 
sociation, to get our house in order 
to sensibly and safely cope with the 
situation. ; 


The Place of Credit Interchange 


E should have a Credit Inter- 

change System for the exchange 
of ledger experience between us in 
which every reputable creditor is par- 
ticipating. We can and surely will 
have that kind of an exchange if 
we can eliminate just a few misunder- 
standings and misapprehensions. 

We cannot expect a complete ex- 
change of information with one an- 
other unless we work together 
through one single organization. 
This is most important in thinking of 
Industry Activity. We must realize 
we cannot buy information from one 
another nor should any organization 
sell you my information, but rather 
that we exchange our information 
freely and voluntarily through what- 
ever organization we elect to have 
perform the service for us. Each of 
us in our own market must accept 
his share of the responsibility of 
financing this organization which will 
make our information available to all 
other creditors, and theirs to each 
of us. 

Our share of responsibility of 
financing cannot be based upon the 
use we might wish to make of the 
service, because to do so would in 
effect force subsidies from others 
who have no greater responsibility 
than we in maintaining and support- 
ing the organization through which 
unrestricted exchange is to take place. 

We need this unrestricted ex- 
change of information with one an- 
other. It offers the only prospect 
for reducing our losses and main- 
taining the full potential volume of 
profitable business. We have the ma- 
chinery for this exchange right in our 
own National Association—the only 
organization qualified to do the job 
for us. Participating in this activity 
and working out programs to interest 
all others to participate should be 
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one of the “must” items in our post- 
war planning. 


Our Association Benefits 


ACH of us should exert himself 

to develop our Association mem- 
bership—realizing that there is no 
profit or advantage in mere numerical 
strength, but rather that there is 
profit to us and our companies in en- 
larging the scope of our service ac- 
tivities and thus sharpening the tools 
that we will need in the years to 
come. 

Let me repeat—it is less important 
to study the reasons why men fail 
than it is to determine why we were 
there when they failed. It profits us 
little to discuss the cost of bank- 
ruptcy and receivership and com- 
plain of the meager dividends re- 
ceived, when records show that our 
own Adjustment Bureaus return four 
times as much to creditors. There 
is almost no limit to the record we 
can make and the saving we can re- 
alize for our employers if we in the 
field of credit become cooperative 
rather than competitive. Isn’t it 
about time we quit fooling ourselves 
and trying to fool others and get 
down to the job of determining the 
true situation—fully and completely 
—before the losses occur? 

I have given you, I hope, some 
idea of what I think can be accom- 
plished through our Adjustment Bu- 
reaus and our Credit Interchange or- 
ganization. There is the foundation 
of fact on which we can develop the 
broad program of research education 
and legislation which our National 
Association of Credit Men must de- 
velop and make available to us against 
the time when we again encounter 
the problems of postwar days. 


Let us as Industry Groups—as in- 


dividual .concerns—as members of 
the National Association of Credit 
Men plan to promote the activities 
designed to protect our: professional 
practice—and further—to insist that 
a clear-cut program recognizing and 
fostering these activities be estab- 
lished and promulgated by our Na- 
tional Association through its Of- 
ficers and Directors. I firmly believe 
that this problem presents the great- 
est challenge ever confronting our 
Association and, having fullest con- 
fidence in that Association, know that 
when the challenge is accepted, we 
need have no fear of postwar credit 
hazards. 
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The Psychology of Credit Letters 
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By HELEN M. SOMMERS 


Credit Manager, Trojan Hosiery 
Mills, Indianapolis, Ind. 


earlier business days when its purpose was to in- 

duce poor credit risks to pay promptly. Like a 

true hangover, it is the credit man’s headache. 
Abuses defeat its purpose and create a set of knotty 
problems in judgment and diplomacy. 

Who, after all, is a “‘chiseler?” Whoever deducts 
cash discount after the charge has become long past 
due, or takes his one or two per cent when paying an 
invoice billed on strictly net terms obviously chisels; 
but how about the customer who deducts a quoted cash 
discount ten or fifteen days after the discount period 
has expired? Is he really a “chiseler?” 


- Cash discount is an institutional hangover from 
w 


Discounts Part of Costs 


E all know that the discount which a seller allows 

becomes part of his costs, and is reflected in his 
selling prices. He can borrow money at interest rates 
of from three to five per cent a year. He cannot, there- 
fore, afford to pay a premium of two per cent for pay- 
ment in ten days unless he has previously added all or 
substantially all of that discount to his selling price, so 
that after the discount is deducted he may still have 
his customary margin of profit. 

Now consider such an arrangement from the debtor’s 
point of view. If terms are 2% 10 days, net 30, and 
the discount has been prefigured into the price, the 
debtor pays the fair price for what he buys if he dis- 
counts in ten days; but if he waits thirty days to pay, 
and loses his discount, he is penalized at the rate of 
two per cent for the twenty days’ difference in pay- 
ment date. Two per cent for twenty days amounts to 
thirty-six per cent a year! 


Only Part Take Discounts 


N actual practice, of course, certain modifications 
and less acute discrepancies may occur. Because all 
customers cannot discount, the seller may find from his 
accounting records that discount allowed amounts to 
only fifty per cent of discount offered, and that it is 
therefore only necessary to make provisions in his costs 
for allowing discount on half of his sales volume. In 
that case, the effect in substance is that the gross selling 
price reflects only a boost of one per cent, if two per 
cent discount is offered. But even then, those cus- 
tomers who do not have the funds to pay in ten days 
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stand to lose at a still exorbitant rate, and are actually 
paying for half the discount earned by the financially 
stronger customers who are able to discount. 

The usual case of so-called “chiseling” is one im 
which the debtor attempts to violate terms because he 
has become alert to the obvious inequities of the dis- 
count system as it is practiced today. 

What can we do about it? We could be lenient, and 
allow a short period of grace before enforcing terms 
upon the debtor who does not pay in ten days, but in 
doing so, we would only cooperate with him in his at- 
tempt to break down the terms, and would defeat our 
whole purpose of offering discount as an inducement 
for early payment. Or we could reduce that thirty- 
six per cent penalty to a fair one of, say six per cent 
per year, by offering terms like 1/3 of 1% 10 days, 
net 30! Ridiculous? Yes, as long as our competitors 
continue to offer much more attractive rates. 


An Ideal Arrangement 


HAT we need to do is to eliminate the practice 

of offering cash discount as it is commonly under- 
stood, and substitute an arrangement that is fair to the 
debtor who pays early, to the debtor who pays at ma- 
turity, to the one who pays late, and to the seller him- 
self. The ideal arrangement, and one which is already 
practiced by some business houses, would be strictly 
net terms that provide for full payment at a specific 
due-date, with discount deductible at current interest 
rates for the exact number of days charges are paid 
before they are due, and with interest assessable at 
current rates for the exact number of days charges 
are paid after they are due. 

We should begin with a cooperative movement 
among all creditors to educate first ourselves and then 
our customers away from fancy discount rates. In 
those lines of business where they are traditional, there 
should be cooperative effort within the industry, and 
among competitors. Little can be done by one creditor, 
unless his competitors join with him to eradicate dis- 
count evils at their source. 


Company Policies Differ 
EANWHLLE the credit man must deal in the im- 
mediate present with discount violations accord- 
ing to the factors involved. Company policies vary 
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widely on this important subject. Some houses feel 
that strict enforcement of discount terms is necessary 
in order to discourage the possibility of more flagrant 
abuses. 


Other houses take a broader view, and leave it to the 
credit man’s discretion to allow or disallow unearned 
discount according to the individual merits of each case. 
In that event, he must balance his decisions on a scale 
weighted on the one hand with such factors as fairness, 
long-range profits, the value of the particular customer 
who has transgressed, and the maintenance of good- 
will; and on the other hand with such considerations 
as the protection of the company’s rights, and the main- 
tenance of a position of strength that commands the 
customer’s respect and keeps him under control. 


Flagrant violations, in any case, should be dealt with 
firmly. When the credit man finds it necessary to re- 
ject discounts, and there will be many such cases, he 
may want to use the most forceful form of protest and 
return the check for correction, or he may see fit to use 
a milder form of rejection by crediting the check and 
charging back the discount. In other cases he may 
allow the discount, but write the customer in an effort 
to train him into better habits. And in still other cases 
he may see fit to allow the discount and say nothing 
at all, in the interest of maintaining good relations with 
a customer who is valuable in spite of his deductions. 

If his company’s terms happen to be net, the credit 
man may have difficulty in maintaining them in the 
face of competition. His customers may be buying 
other lines of merchandise on which they are offered 
a discount, which they naturally then expect from all 
their other sources of supply. The credit man then has 
to do a good job of selling net terms, and he should 
welcome the opportunity of doing constructive mission- 
ary work in this field. 

Letter writing in all these cases becomes a matter 
of skillful diplomacy and salesmanship. Herewith are 
presented effective psychological approaches to typical 
situations. 





Three Classes of Discount Violators 


LAGRANT Violators: These are the real, invet- 

erate “chiselers.” They are the ones who are quick 
to take a mean advantage of the unwary in any business 
deal, and at every opportunity, whether it be in the 
form of unearned discount, collect telegrams, unjust 
returns sent collect, direct chiseling from the agreed 
price, deductions for transportation when terms do not 
provide for it, or the many other forms of petty lar- 
ceny their fertile imaginations can devise. 


They thrive on the laxity of those upon whom they 
impose. They must, therefore, be managed with a 
strong hand. Unless the credit risk is too great, their 
checks should be returned for correction, accompanied 
by a firm, straightforward letter phrased in unequivocal 
language. 

Mine-run Violators: These customers usually send 
their checks only a short period beyond the discount 
deadline, and feel entitled to the extension. They con- 
stitute the majority of term violators. Theirs is not so 
much a planned and deliberate attempt to take what 
they know does not belong to them, as it is an attempt 
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to slide by as an exception to the rule. They deserve the 
benefit of the doubt. 

If your policy does not permit allowing the dis- 
count, the check can be returned for correction with a 
friendly letter, or it can be accepted and a charge-back 
invoice rendered for the discount. 

Those Who Deduct Trivial Amounts and “Handle 
with Gloves” Violators: You may have cases where the 
amount involved is too small to quibble about, yet you 
wish to curb the practice. You do not wish to make a 
big issue out of what the customer feels is a trifling 
circumstance. You cannot risk making him feel cheap. 
Or you may have an important but touchy customer 
who may interpret any but the mildest treatment as a 
reflection upon his integrity. In such cases you can 
allow the deduction and write a tactful note regarding 
future remittances. 


Three Ways to Treat Violators 
Return the Check 


Dear Sir: 

It’s just a business proposition. We know in dollars 
and cents just what it costs us to carry accounts on our 
books. We give you that in the form of discount if 
you choose to pay us in ten days. But, of course, if you 
don’t pay us until fifty days later (that’s really the case 


this time!) we can’t afford to carry the account that § 


long and pay you the discount, too. 

We must therefore return your check for correction. 
May we have one for the full amount ($150) without 
further delay. 


Accept the Check 
and Charge Back the Deduction 
Dear Sir: 

It’s only human! We all try to watch corners and 
build profits by saving on the little things. 

We would have been glad to allow you the discount 
you deducted from the check you just sent us, had it 
reached us within ten days from the date of the in- 
voice, but it is now thirty days. Sorry! Get your re- 
mittance in the mail early next time and that premium 
for prompt payment will be yours. 


In the meantime will you send us stamps for the en- F 


closed charge-back invoice? 


Allow and Write 


Dear Sir: 

Pennies make dollars—in profits or losses. Both of 
us have to watch them, for we know that the year-end 
showing is nothing but the accumulation of these minor 
amounts. 

Although we are allowing the small amount deducted 
from your check received today, may we ask that you 
please watch the mailing date in the future? We really 
can’t afford to extend the discount period beyond ten 
days. 


What Manner of Man Is He, This 
Mr. Average Customer Who Takes 
Unearned Discount? 
WHEN you sit down to write your letter, picture 
him before you, just an ordinary human being 
with an ordinary share of virtues and weaknesses. May- 
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be you feel irritated by his attempt to “chisel,” but 
don’t let that creep through. 


Let your letter reflect a positive approach to his pride. 
Let it say, not in so many words, but indirectly, “You 
are a good fellow. You are the kind of person who 
does the right thing when he understands the true situ- 
ation. You are fair. You would not take undue ad- 
vantage. You are open-minded and willing to consider 
our side of the question as well as your own. Your 
attitude is one of cooperation, reasonableness, and all 
that makes for progressive and productive business 
relations.” 

Before you object to that ideal picture, I will grant 
you that it is quite likely that your Mr. Average Cus- 
tomer is not the exemplification of all those combined 
virtues. But there is little question that his pride is 
vulnerable. If you arouse it by showing confidence in 
his good qualities (and he is sure to have some of 
them) his response will be more favorable and coopera- 
tive than if you had let him feel that you consider un- 
earned discount deductions a form of petty thievery. 


Approaches That Arouse 
Pride : 
These Imply that He Is Fair, and Cooperative. 

It is only a question of the proper explanation. We 
are sure you will look at this matter fairly as you 
always do. 

We know it is your intention to be fair in your 
dealings with us. 

We know you want only what is justly yours. 

We are presenting this matter to you in a straight- 
forward way, because we know you will be fair when 
we show you our side of the question. 

We have always found you willing to give consid- 
eration to our side of any question as well as to 
your own. 

We feel that a frank explanation is all that is nec- 
essary, for we know that you will take a fair attitude 
about the matter. 

You are always quick to give us every reasonable 
cooperation. We know you will see our point of view 
about this. 

We are confident that a straightforward explana- 
tion is all that is necessary to secure your coopera- 
tion, 

Naturally you will want to adhere fairly to the 
terms upon which the goods were bought. 

These Recognize His Importance As a Customer, and 
His Promptness. 

The business you have given us deserves our rec- 
ognition, and if the decision could be based on that, 
we would gladly allow the discount. However, our 
costs— 

Your payments usually reach us quite promptly, 
and we thank you for the cooperation, and are glad 
to see you earn the discount. In a few cases, how- 
ever— 


Save Mr. Average Customer’s 
Pride, Too 


Don’t make him feel small! 
Three things will do it: The length of your letter, 
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its general tone, or some statement that carries an im- 
plication which you had not intended. 


Discount letters must be short, and, for the most 
part, casual. A lengthy or heavy discussion leads the 
reader to two conclusions: 


That you over-emphasize the seriousness of a 
minor infraction—‘“make a mountain out of a mole- 
hill,” so to speak. 


That by attaching so much importance to the inci- 
dent you are casting aspersions on his integrity, and 
classifying his act as one of petty thievery. 

Now perhaps he does have a slightly guilty conscience 
that makes him over-sensitive to the implications of 
your letter, but that does not excuse clumsy tactics that 
reap only negative results. True, if you make him 
squirm you might get your check—but accompanied by 
a sarcastic letter that may go so far as to say he will 
not trouble you with his future business. 


In addition to avoiding all unfortunate implications, 
it is well to clear the atmosphere of all suspicion of his 
motives by direct reference, such as in the first three 
examples shown below, or, more subtly, by attributing 
his deduction of discount to ordinary business motives, 
as shown in the other examples below. 


Approaches That Save Pride 


These Directly Place His Motives Above Suspicion. 
We don’t have the slightest doubt that you have 
made these deductions in good faith, without realiz- 
ing that they penalize us, 
We know it is not your intention to take unfair 
advantage. 


We are sure the deduction was made without 
thought of its disadvantage to us. 
These Attribute the Deduction to Ordinary Busi- 
ness Motives. 


We can’t blame you for trying! Discounts add up 
to year-end profits, and of course that is what we 
are all striving for. 


This is not intended as a criticism. We all have 
to watch our profits. 


It is only human. We all try to watch the little 
savings because they spell year-end profits, or losses. 
But— 


We are all in business for the same purpose—to 
make profits. So, of course, we all watch the little 
items, because they accumulate into profits or losses 
at the end of the year. We are glad to see you earn 
your discounts, and we can’t blame you for taking 
every penny you feel you have coming to you. But— 


The careful way you watch your discounts is only 
another indication of capable management, and we 
are glad for you to earn them. In this particular 
case, however— 


We want you to earn every discount you can. They 
mean year-end profits and I know you are watching 
them, just as we watch ours. In this case, however— 

We can’t blame you for watching these little prof- 
its. 

“A dollar saved is a dollar earned” as the saying 
goes. 
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Present discount as a sporting proposition—a matter 
of adhering to terms agreed upon at the time of pur- 
chase. Show that the terms of sale called for certain 
conditions to be met by both parties to the contract, 
that you have done your part, and in fairness he should 
fulfill his part to the letter of the agreement. It is the 
old story again of the sanctity of contracts, and fair- 
ness is the basis for the appeal. 

Show your customer also that purely as a matter of 
good business, you must consider what you can and 
cannot afford to do, and, in fairness to yourself, you 
must protect your interests just as he protects his. 


Appeals to Fairness 
The Sanctity of the Contract 


The goods were bought subject to certain terms, 
and as a matter of fair dealing we naturally expect 
you to adhere to those terms when making payment. 

- Terms are part of the sales contract. We do our 
best to fulfill our part of the contract to the ‘letter. 
Naturally we expect you to do the same. 


Presenting Your Side of the Question 


We are confident you have not considered how this 
affects us. 


You watch your profits and we have to watch ours. 
It just is not profitable for us to allow discount on 
payments made in thirty days. 


It is just a matter of what we can and cannot af- 
ford to do as a business proposition. 


It is a sporting proposition. It is to our advantage 
if you pay us early, so we allow you a premium for 
payment in ten days. Naturally you couldn’t ask us 
to allow it if the money didn’t reach us until thirty 
days later. 


This matter of discount is a fair business proposi- 
tion. If you meet the terms, you earn the discount. 
If you don’t, we just can’t afford to pay it. 


When you pay in ten days the discount is your 
premium for early payment. It is yours, and we want 
you to have it. When your check reaches us thirty 
days later, however, that’s another matter. It costs 
us money to carry an account for thirty days, so we 
can’t afford to allow a discount, too. 


We can’t blame you for wanting to take every 
penny: of profit you feel you have coming to you. 
We feel that way because we have to watch our prof- 
its, too. It costs us money to carry an account on our 
books. If you pay in ten days, we save money, so 
we pass it on to you in discount. If you pay in thirty 
days, there is no saving to pass on to you, so, of 
course, we cannot allow discount. 

In fairness to ourselves, we have to consider what 
it costs us to carry an account thirty to forty-five 
days. 


Appeal to Fairness by Showing 
the Rights of Other Customers 


‘THE average man is a little ashamed if you point 
out to him that he is asking for special concessions 
not available to others. And, conversely, refusal to 
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allow special considerations because they are not avail- 
able to all cannot be objected to on any valid grounds 
consistent with fairness. 

The Robinson-Patman act is a legal reason being 
used by some to disallow unfair discounts. Emphasis 
is placed upon the purpose of the law—to prevent the 
giving of special privileges, concessions and advantages 
to one customer, or group of customers, not available 
to all. 


More Appeals to Fairness 


Examples Emphasizing Fairness to Other Customers, 

If we were to allow you this discount, we would 
be discriminating against our other customers, who 
adhere to our terms. 

Naturally, in all fairness, you don’t want to ask 
us to make special concessions to you which we can- 
not make available to all customers. 

If we allow discount to you, we must in all fair- 
ness make it available to all customers, and we can- 
not afford to do that. 

I am sure you want to work with us on the same 
basis all our other customers do. 

Of course we cannot make concessions to one cus- 
tomer that we do not make to another, and I know 
you wouldn’t ask us to do so. 

We ask all of our customers to adhere to these 
terms and, of course, in fairness to all we cannot 
make individual exceptions. 

We have to adhere to a uniform policy, in fair- 
ness to all. 

Of course you wouldn’t want us to discriminate in 
your favor. 

We know you wouldn’t ask us to treat you any 
differently than we do all of our other customers. 

Of course, in all fairness, this policy must apply 
to every customer. , 

As members of the National Association of Credit 
Men, we are pledged to adhere strictly to our terms 
of sale. Naturally this applies to all customers with- 
out discrimination, and, of course, you will agree 
this is only fair. 

The Robinson-Patman act makes it illegal for us 
to allow discounts to one customer not available to 
another. 

By the terms of the Robinson-Patman act, we 
could not discriminate between customers even if we 
were so inclined. All must be treated alike, and this 
applies not only to prices and terms of payment, but 
to discounts allowable. We, therefore, cannot permit 
you to discount in thirty days, when the others are 
obliged to pay in ten days if they wish to earn dis- 
count. 


How Shall We Appeal to the 
Unconscionable “Chiseler” 


E only laughs at mild approaches and takes further 
advantage. His hide is tough. Subtle approaches 
fail to penetrate. Appeals to fairness are met with in- 
difference. You might arouse his pride by a vigorous 
prodding, but his self-interest will soon come to the 
front and dominate his motives. 
(Continued on Page 31) 
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Trends of Taxation During and After the War 
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ment has a greater stake in the 

profits than the stockholders. 
- From a mere trickle the tax flow 
has become a mighty river. Put 
otherwise, many individuals and cor- 
porations are primarily trustees or 
custodians for the government of 
their profits or income, since the bulk 
of it must be paid over as income or 
excess profits taxes. The so-called 
“owner” has become a mere junior 
partner in the division of the income. 
Where this tendency will carry is 
probably the principal problem of 
many a business. If it is possible to 
forecast with any degree of accuracy 
what may be expected in the tax situ- 
ation, the effort will be well worth 
while, since much more can be done 
to cope with a situation which is an- 
ticipated in advance than one which 
already exists. 


Fortunately it is possible to foresee 
probable future trends in taxation 
without becoming too much of a seer. 
There are two basic reasons for this: 
One is that tax legislation does not 
spring full-fledged into being, but is 
the result of agitation and debate, 
generally over a considerable period 
of time. The process, therefore, be- 
comes oue of evaluating existing pro- 
posals and discussion, rather than 
predicting things purely in futuro. 
The second reason is that since 
taxation is governed largely by the 
economic: and political environment, 
future taxation is necessarily circum- 
scribed by present conditions which 
limit future developments to a de- 
fined field. 


The writer makes no claim to any 
special sources of information. What 
is here said is worthy of considera- 
tion only if and to the extent that it 
represents logical deductions from 
premises which are known or avail- 
able to all. 


m In many enterprises the Govern- 
* 
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By RALPH R. NEUHOFF 
Lecturer on Taxation, Washington 
University School of Law, St. Louis, 

Missouri 


Taxes in Our Economies 


"TAXES, government borrowing, 

and the many transactions in- 
volved in supplying the requirements 
of civilians for their daily needs, are 
interrelated at all times, but especially 
so in time of war when the diversion 
of production to war goods leaves an 
absolute shortage of civilian goods at 
the same time that it increases the 
potential purchasing power by the 
gainful employment of many who 
were formerly not wage-earners and 
by the increases in salaries and wages 
of the working classes generally. 
This disparity is frequently referred 
to as the “inflationary gap.” 

To a certain extent, taxation and 
borrowing by the government are 
substitutes for one another, since 
both put money into the Treasury. 
The velocity of circulation of money 
has a great effect upon the efficiency 
of a tax law. Inflation, by increasing 
the cost of what the government must 
buy, necessitates the raising of larger 
sums by taxation or borrowing, or 
both, which in turn have inflationary 
or deflationary effects. Accordingly, 
taxes, government finance and infla- 
tion are inextricably mingled and any 
discussion of one must involve the 
others. 


Basic Assumptions 


S a basis for discussion of the 

trend of taxes during and after 
the end of the war, it seems reason- 
able to make the following basic as- 
sumptions. While these assumptions 
do not at present writing seem par- 
ticularly rash, it is recognized that 
they affect the validity of the conclu- 
sions drawn below. 


Bes. « 4 


It is assumed that while the war 
lasts : 

1. The damage to the economic 
fabric caused by the war will vary 
only in degree and not in kind 
from what has been experienced 
down to date. 

2. Severe controls on purchas- 
ing, distribution of goods, salaries 
and wages, mobility of labor, will 
be continued for the purpose of 
mobilizing the entire economy for 
the war effort. 

3. There will be a creeping infla- 
tion but not a runaway inflation.’ 

4. The battles of the war will be 
fought abroad and not at home. 
Based on these assumptions, it 

seems reasonable to expect the fol- 
lowing results while the war lasts: 

1. A high level of output of war 
goods and consumers’ goods, the 
proportion of war goods as against 
consumers’ goods increasing as 
time goes on until victory is defi- 
nitely in sight. 

2. A high national income, mea- 
sured in dollars, steadily increasing 
as long as the war lasts. 

3. Ever increasing government 
debt with only moderate stiffening 
of interest rates as times goes on. 

4. The government debt will be 
internally owned. 


Consequences During War 


GIVEN the foregoing conditions, 

income and excess profits taxes, 
and estate and gift taxes will be in- 
creasingly effective in terms of dol- 


1 Deliberate adoption of inflation during the first 
period of a war is a natural device. Paul Haen- 
sel: War Taxation, Taxes, February, 1941, citing 
Prof. Hort Jecht: Kriegfinanzen (published in 
German) Fischer, 1938. The same suggestion 
made in my address “Taxes, Living Cust and 
Defense,” reported in St. Lounis Daily Record, 
February 3, 5 and 6, 1942, met with consider- 
able objection from correspondents. See also 
Henry F. Grady, British War Finance 1914-1919 
Columbia, 1927, p. 144, in which he states that 


at the start of World War I the financial inter- 
ests of London chose a policy of inflation as an 
alternative to depreciation in the value of all 
fixed-interest bearing ‘securities. 
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lars, because as incomes get higher, 
the graduated income taxes and the 
excess profits taxes take a larger and 
larger percentage of the whole in- 
come. The personal income taxes are 
levied in brackets of given amounts 
expressed in dollars. An increase of 
individual incomes of 25%, for ex- 
ample, would increase the productiv- 
ity of the income tax many fold—all 
of the increase falling in the higher 
brackets. Likewise, the exemptions 
from excess profits tax, whether 
based on invested capital or on the 
base period income, remain stationary 
while the income of corporations 
rises, throwing an ever-increasing 
proportion of the income into the 
90% bracket, or, if we give effect to 
the postwar refund, the 81% top 
bracket. All of this occurs automa- 
tically under any given rate schedule 
and without any change of rates pro- 
vided by law. 

To generalize, an inflation of na- 
tional income automatically makes the 
income tax and excess profits tax dis- 
proportionately effective in some- 
thing like a geometric. as opposed to 
arithmetic, ratio. 


Estate and Gift Taxes @ 


ITH respect to estate and gift 

taxes, there is a similar but less 
marked, effect. The increase of na- 
tional income is likely to have some 
effect in the market value, expressed 
in terms of dollars, of all of the prop- 
erty in the country, and, therefore, in 
the market value of the property 
passing by death of the owners in 
any particular year. During this war, 
however, prices of real and personal 
property have been largely held down 
by legislative devices such as rent 
control, price ceilings, and extraordi- 
narily severe taxes on corporations, 
with the result that the usial infla- 
tion of capital values, which accom- 
panies an increase of national income, 
has occurred only to a limited extent. 
Accordingly, the increased productiv- 
ity of the estate tax has not occurred 
to the same extent as would other- 
wise have been the case. However, 
some increase in values has taken 
place and this has increased the pro- 
ductivity of the estate tax. Even if 
the rates are not increased in the 
future, any future rise of values of 
property will necessarily be accompa- 
nied by a disproportionate increase of 
estate taxes for exactly the same 
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Are You Affected by Section 722 
of Internal Revenue Act? 


Randolph E. Paul, General Counsel for the United States Treasury, 
made a talk before the New York State Society of Certified Public 
Accountants on "Relief Provisions under Section 722 of the 1942 Fed- 


eral Revenue Act." A few copies of Mr. Paul's address are on hand 
and will be mailed to members who are interested in this form of tax 
relief. 

Official regulations relating to Section 722 have recently been issued. 
A copy may be obtained by application to the United States Treasury 
Department. 


reason as obtains in the case of the 
income tax. 


What of Government Credit? 


F the taxes become increasingly 

effective as just explained, there is 
every reason to believe that govern- 
ment credit will remain good and that 
larger and larger amounts of public 
debt can be sustained without any 
great diminution of confidence in the 
security and without the necessity of 
paying substantially higher rates of 
interest.” It is the experience of na- 
tions, however, that as a war pro- 
gresses and the public debt becomes 
larger, interest rates rise to some ex- 
tent. That may be looked for here 
and indeed has already occurred to 
some extent. Government bond yields 
are considerably better than they 
were a year ago. 

There are some weaknesses in the 
present government financing pro- 
gram. Too much of the government 
debt is short term, which means an 
ever-increasing turnover of new fi- 
nancing. No doubt this feature has 
facilitated purchases of government 
obligations by banks and institutions. 
At all events, a great proportion of 
the new issues is being taken by 
banks, which is itself highly undesir- 
able. Out of the $18,533,000,000.00 
raised in the Second War Loan re- 
cently completed, under $3,000,000,- 
000.00 came from individuals.* 

There has been criticism that too 
much of the government expendi- 
tures has been raised by borrowing 
and too little by taxation,* but it 
would appear that the present pro- 
portion of 2/5ths from taxes and 
3/5ths from borrowing is still a man- 


———- 


2“ After the War—Full Employment” by Alvin 
H. Hansen, National Resources Planning Board, 
January, 1942, p. 5 

® Newsweek, May 31, 1943, p. 66. 


* Thid. 





ageable proportion. No government 
fights a war on taxes alone.° 


Corporation Rates 


T is not likely that corporate excess 

profits tax rates will be increased, 
for the reason that they are already 
at the point of diminishing returns. 
A top bracket of 90%, with a post 
war refund of 10%, making a net of 
81%, leaves too little for the stock- 
holders to insure the most economical 
management. Furthermore, it de- 
stroys the incentive of corporations 
to risk capital to make profits where 
too large a portion of the profits will 
enure to the tax gatherer, while the 
losses will, by and large, fall princi- 
pally upon the stockholders. 

When the detrimental effect of this 
kind of taxation is realized, it may 
result in reduction of the top excess 
profits bracket either directly or by 
increasing the postwar refund, the 
resulting loss in revenue being made 
up in either event by increasing the 
corporate income tax rate from 40% 
to, say, 50%. How high a rate can 
be made before it destroys the incen- 
tive for economical management is 
uncertain and varies with different 
persons, but a 50% stake in the prof- 
its, especially if the high tax rate 
seems relatively permanent, is ample 
to insure zealous management. Con- 
gress apparently thought that a 19% 
stake was sufficient, but in this expe- 
rience is proving otherwise.’ 

The arguments sometimes made 
that: (a) patriotism should induce 
management to conduct business just 





5A very good discussion of this whole prob- 
tem is found in Harris: Economics of America 
Defense 1941, ch. 8. Germany now raises less 
than one-third of the war costs by taxation and 
more than two-thirds by borrowing. Ebhenstein the 
Nazi State, 1943, p. 262. 


6 The present vogue for pension trusts in copo- 
rations is traceable directly to the high corporate 
excess profits. tax rates enabling the manage- 
ment to argue that the “government bears 81% 
of the cost.”” There are now two kinds of dollars: 
a dollar before taxes and a dollar after taxes. 
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as zealously under a 90% tax as 
under a 20% tax and (b) that “the 
profit should be taken out of war’’* 
are beside the point so long as the 
legal and ethical duty of management 
to its stockholders is predicated upon 
the profit motive. So long as the law 
and custom remain as at present, no 
manager, however patriotic, will dare 
deviate widely from the traditional 
“selfish” motivation of conduct of 
business. 


Is Capital Base Proper? 


HERE is serious question whether 

any option should be given under 
the excess profits tax for computa- 
tion (a) under an earnings base, or 
(b) under an invested capital base. 
If the base period earnings are a 
proper method of measuring “excess 
profits” due to the war, why compli- 
cate the issue by an option to use an 
invested capital base? If invested 
capital is a proper criterion, why not 
require its use? 

As a matter of fact, a capital base 
is wrong in theory. If you use the 
present value of the capital, you are 
arguing in a circle because higher 
profits mean that the plant producing 
them is worth more, and this would 
eliminate “excess” profits. If you 
avoid this dilemma by using the “his- 
torical” invested capital as is done in 
the present Revenue Act, then you 
are using a wholly illogical criterion 
because two identical concerns of 
identical present net worth will be 
differently taxed merely on account 
of a different financial history. A tax 
based upon an invested capital base 
is a concealed capital levy and penal- 
izes efficiency. 

If we do rely on earnings as a base, 
the credit should be 100%, not 95%, 
of the base period earnings. Why de- 
duct 5% in determining “excess” 
,rofits due to the war? 


Relief Provisions Inequitable 


HE so-called Relief Provisions’ 
were inserted to obviate the harsh- 
ness and inequity of the law, which 





*“Battle Stations for All,” Office of War 
Information, February, 1943, Chapter 7, entitled 
“Taking the Profit out of War” recognizes that 
‘limiting profits is no simple matter” and “when 
taxes are so great that a company keeps only a 
few cents of every dollar of profit, the company 
is likely to look around for ways in which to 
spend that dollar of profit, even uneconomically.” 

*“Battle Stations for All,” supra, p. 46. On 
the cther hand, both Britain and Canada have 
imposed a flat 100 per cent tax on excess profits 
with a post war credit of 20 per cent. “Battle 
Stations for All,” supra, p. 31. 

*LERC.. Baca, 721, $22. 


should have been avoided by a proper 
set-up in the first place. They have 
introduced new complications and in- 
equities. On the whole, it is probably 
not an overstatement to say that the 
Excess Profits Tax Law, as at pres- 
ent constituted, is wholly inept and 
entirely too complicated. 

One reason why it is feasible to 
levy extremely high taxes on corpo- 
rations is that corporate property 
represents savings. Even if it were 
entirely confiscated, it would be some- 
body’s savings or accumulated capital 
which was confiscated rather than 
their living expenses, et cetera, which 
would be confiscated if, for example, 
all bank accounts of individuals were 
confiscated. The fact that the money 
was “invested” in corporate stock is 
some indication that the money was 
not needed currently for rent, food, 
education, and similar uses. 


This is no argument in favor of 
such confiscation. It merely explains 
the complacency with which the pub- 
lic views confiscatory taxation if it is 
directed only at corporations. It 
should be noted also that too high 
corporation taxes tend to drive busi- 
ness into other forms, such as the 
partnership or sole proprietorship, to 
this extent defeating their own pur- 
pose. 

Individual Rates 


[t is unlikely that the higher brack- 

ets of individual income taxes will 
be increased.” Any increase would 
have to occur in the lower and mid- 
dle income group where, it must be 
confessed, an increase is still pos- 
sible” although perhaps politically 
unlikely. ‘Diminishing returns” ap- 
plies here also but to a lesser degree. 
The average individual will receive 
his income substantially as before 
even though the current rate of in- 
come taxation leaves him little net. 
There is always the hope that the 
high rates will be temporary, and any 
expedient adopted to cut down in- 
come for the present may affect in- 
come in later years adversely when, 
presumably, the taxpayer would 
again be able to enjoy the income 
with lesser deductions for personal 
income taxes. 


10 Prentice-Hall Federal Tax Service, 1943, 
paragraph 60,418 states that the consensus of 
the Ways and Means Committee of the House is 
that individuals are carrying about all that they 
can hear in the form of direct federal taxes, and 
that Congress is more likely to enact a seneral 
sales tax or a compulsory savings plan. The ref- 
erence to “direct”? taxes here is, of course, in 
the economic and not in the constitutional sense. 
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A corporation executive will hesi- 
tate to recommend reduction of his 
salary even for a year in which the 
eliminated portion would be devoted 
preponderantly to payment of taxes, 
for the reason that it would be diff- 
cult to step it up again in later years. 
Moreover, such a reduction in the top 
salary would render it hard to jus- 
tify the salaries of lesser officials 
whose compensation has always borne 
a certain ratio to the top salary. 

The customary methods whereby 
individuals cut down their personal 
incomes are gifts of property to oth- 
ers, investment in tax free securities 
and refraining from business ven- 
tures wherein a profit may be ex- 
pected. It is apparent that all of these 
tend to have more or less permanent 
adverse effects on future income of 
the taxpayer. Once a taxpayer be- 
comes convinced, however, that in his 
particular case the high tax rate is 
“chronic,” the discouraging effect of 
high income taxes will begin to take 
its toll. 


Some Invest in “Deferred 
Income” 


HERE has been some tendency of 

taxpayers who are subject to the 
high brackets to make investments in 
capital assets which do not yield any 
annual income but are expected to 
increase in value, as for example, a 
tract of cut-over timber land, so that 
the return is not reflected in current 
reportable income but rather in an in- 
crement which can be protected from 
tax as long as it is not cashed in by 
a sale. Even when it is realized by 
a sale, if the asset was held for six 
months, the “capital gains” provision 
of the Internal Revenue Code will 
put a ceiling on the income tax of 
25% of the profit.” 

Compulsory savings, already inau- 
gurated under the Victory Tax,” will 
probably be extended further as the 
war progresses and the need for 
funds increases. Any inequity in ap- 
plication of a forced loan will be 
borne with greater equanimity than 
inequity of taxes. 

There has been agitation for re- 
storation of the exemption from nor- 
mal tax of dividends received by in- 


1 The rates for individuals in the United 
States, even when state income taxes are added, 
are not as great as in other nations at war. 
“Battle Stations for All,” Office of War Informa- 
tion, February, 1943, p. 34, which contains a 
table of personal income tax rates in the United 
States, Great Britain, and Canada. 

2TL.R.C., Section 117(c). 

3T.R.C. 453(a). 
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dividuals. It would be much fairer 
than the present situation which pe- 
nalizes investment in equity capital. 


Estate Taxes 


STATE taxes may be increased to 
some extent. The proposal that 
inheritances be added to incomes and 
taxed at income tax rates has few 
backers and would be decidedly un- 
fair especially in the case of estates 
of persons who died in the service of 
their country.“ Even a small increase 
in estate tax rates operates unfairly 
because the “take” of an estate tax 
cught not to depend on the particular 
taxable year in which a person dies. 
Property is subject to estate tax 
only at infrequent intervals so fair- 
ness can only be preserved by uni- 
formity of rates over long periods of 
time. Expediency has dictated some 
increase of estate tax rates in recent 
years” and may cause further in- 
creases as the war progresses and the 
search for additional sources of reve- 
nue becomes more intense. 


New Sources 


NEW sources of taxation in gen- 

eral are not expected to be used. 
The Nation already has a sufficient 
variety of sufficiently productive 
taxes. It is desirable that the fisc 
should not be dependent too greatly 
upon any one tax since this renders 
the productiveness of the tax subject 
to wide fluctuations.” But there are 
already a large enough number of 
sources of federal taxes to minimize 
this danger. Moreover, during the 
war it is not likely that the produc- 
tivity of income and excess profits 
taxes will decrease, so there will be 
no occasion to seek new sources for 
this reason. 

It causes confusion to tax new ob- 
jects, and no new ones are available 
which promise to be very productive. 
There are two possible exceptions 





44 Haensel: War taxation, 19 Tares 67, 122, 
referring to proposal of Dr. H. S. Bloch in the 
symposium: ‘‘Economic Mobilization,” published 
by the American Council of Public Affairs, 1940, 
p. 6. Prof. Haensel points out that this was an 
old idea proposed by Prof. Georg v. Schanz some 
fifty years ago when nobody thought that an in- 
come tax would ever go beyond a five or eight 
per cent rate in the highest brackets. 


15 Revenue Act 1940 amended Chapter 3, I[n- 
ternal Revenue Code by adding Subchapter C; 
Defense Tax for Five Years; Revenue Act of 
1941, Section 401 amended Section 935 (b) In- 
ternal Revenue Code increasing rates and repealed 
the 10% Defense Tax; Revenue Act 1942 elimi- 
nated the $40,000 life insurance exemption and 
made other changes and increased the specific 
exemption from $40,000 to $60,000, but the gen- 
eral effect was not an increase in the burdens of 
federal estate taxes. 


16 Magill: “Impact of Federal Taxes,” p. 7. 








which will be discussed below: (a) 
the sales tax, and (b) a spendings 
tax. 


Sales Tax 


SALES tax has the following 

advantages: (a) it helps to con- 
trol inflation, especially if applied at 
the retail level, (b) it is easy to ad- 
minister and does not require the tax- 
payer to engage in complicated and 
expensive accounting and negotiation 
such as is required by income taxes 
and, notably, by excess profits taxes,” 
and (c) it is regressive, i. e., it oper- 
ates more heavily upon the smaller 
taxpayers who have the lower in- 
comes, and, therefore, balances out to 
some extent the inherent weakness of 
the income tax, namely, that it is too 
easy on the recipients of small in- 
comes. There is a-good chance of 
adoption by the federal government 
of a general sales tax if the war is 
long continued. 


It may be doubted whether the 
fight against inflation is progressing 
satisfactorily.” Therefore, because of 
its direct effect on inflation, a spend- 
ings tax may be enacted.” Such a 
tax can be graduated upwards and 
act as a supplementary rationing con- 
trol. If the war is prolonged, we 
may expect such a tax to be earnestly 
advocated and probably adopted.” 


Abolition of Certain Taxes 


HE decision to abolish a particu- 

lar tax is the result of many 
forces, so that it is difficult to predict 
accurately that a particular tax will 
be repealed even when it should be 
on logical grounds. However, ‘there 
is sentiment in favor of repeal of cer- 
tain of the so-called “nuisance” taxes 
which do not produce much revenue 
and which are troublesome to admin- 
ister. Repeal is the more likely if a 
general sales tax is enacted. 

The declared value excess profits 
tax is the least defensible tax which 
has been enacted in recent years.” 





17 Magill; “Impact of Federal Taxes” states, 
p. 14, that the compvtation of the invested capital 
for excess profits tax may cost a large corpora- 
tion $50,000 or even $100,000. 


18 See “Battle Stations for All,’’ Office of War 
Information, February, 1943, chapters 2, 3, and 9 


2 Prof. Irving Fisher has made a radical sug- 
gestion that the whole income tax be reframed 
as a spendings tax. Fisher and Fisher, ‘“‘Con- 
structive Income Taxation,” 1942. It is not be- 
lieved that the public is yet ready for this de- 
parture. Many of his arguments, however, apply 
to a supplementary spending tax. 

2 Speech of Chester C. Davis, War Food Ad- 
ministrator, reported in Wall Street Journal, May 
26, 1943. 


Since it has survived attacks upon its 
constitutional validity, it is to be 
hoped that it will be speedily repealed, 
In effect it is at best an additional in- 
come tax and at worst an arbitrary 
and unequal exaction. Annual declara- 
tions now permitted by law™*-do not 
fully rectify the objection that under 
this law a good clairvoyant would be 
the best tax expert. Moreover, certain 
fiscal year corporations have an unfair 
advantage, since the capital stock tax 
is paid on a declaration made at the 
same time for fiscal year and calen- 
dar year corporations® which may 
bring the declaration very close to the 
end of a fiscal year and greatly re- 
duce the uncertainty which obtains in 
case of calendar year corporations. 


Collection at the Source 


HE principle of collection at the 

source initiated by the Victory 
Tax™ has already been amplified by 
the adoption of a modified “Ruml 
plan” by Congress.” There seems to 
be general agreement that individual 
taxpayers should pay their taxes cur- 
rently rather than by installments 
over the year following the year in 
which the income was earned, but the 
method of getting them current has 
evoked a great controversy. It is, of 
course, quite feasible to get current 
without cancelling a whole year’s 
taxes. 


Collection at the source obtains the 
income tax as it accrues. Sale of tax 
anticipation bonds does the same 
thing so far as the bonds are pur- 
chased only by individuals or corpo- 
rations to the extent of taxes already 
accrued. But sale of bonds which 
may be tendered in payment of taxes 
on future years’ income is unquali- 
fiedly bad. It is a form of inflation 
and dries up future revenues. 

When Germany some years ago 
embarked upon this course it was 
rightly appraised by the rest of the 
world as an unsound move. It is to 

(Continued on Page 26) 





2T.R.C., Sec. 600. It is in effect a tax on had 
guessing. Under this kind of taxation a_gond, 
reliable, clairvoyant would be the most etfective 
tax expert a corporation could employ. With a 
single exception, the courts seem to have failed 
to grasp the true character of this tax and its 
inherent defect. See however opinion of Judge 
Hamilton in Oertel v. Glenn, 13 F. Supp., 651. 


22T.R.C., Sec. 1202(a). 
237.R.C., Sec. 1293(b). 
21.R.C., Sec. 466(a). 


25 At present writing this act is before the 
President for signature. For a discussion of 
“pay-as-you-go” tax, see Neuhoff ‘Some Impli- 
cations of the Rum! Plan,” Missouri Bar Journal, 
February, 1943, p. 33. 
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Taxes as They Affect Our Customers 


Prints Credit Men Sheabd Consiiles in tema Analysis 


needed by our men in the armed 

forces to bring Victory over the 

Axis must be provided through 
taxation and borrowing. 

Your customers are taxed in nu- 
merous ways—through sales taxes, 
franchise taxes, use taxes, license 
fees, and other excise or privilege 
taxes paid. All these taxes are the 
cost of doing business and require 
time and effort to prepare the neces- 
sary reports. 

The tax, however, that is to pro- 
vide the major sources of Govern- 
ment revenue for the prosecution of 
the war, is the Income and Excess 
Profits Tax. These taxes have the 
greatest effect upon the financial 
statements of business enterprises, 
and it is proposed to discuss certain 
phases of these taxes, in which I be- 
lieve that you, as Credit Men, will be 
particularly interested. 


= The material things that are 
‘ 


The Tax Structure 


WE are all familiar with the quo- 

tation “The power to tax is the 
power to destroy.” History records 
taxation from the earliest organization 
of society, and it has had its effect on 
nations and on peoples The forma- 
tion of our own United States can be 
attributed in no small way to the tax 
on tea with the resultant “Boston Tea 
Party,” leading up to the American 
Revolution. 

With such a background, it is well 
to examine the foundations of our 
tax structure, and see the edifice that 
has been erected thereon. 

Basically, as citizens of the United 
States and of a state, we are subject 
to the dual jurisdiction of the State 
and of the United States. In the Con- 
stitution, the states delegated certain 
powers to the United States, reserv- 
ing to themselves all powers not 
specifically delegated. Under the sev- 
eral sections of Article I of the Con- 
stitution, the general power is given 
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to Congress to levy and collect taxes 
of every kind and nature, without re- 
straint, except on exports, but three 
rules are prescribed for their govern- 
ment, namely: 

1. Direct taxes must be appor- 
tioned according to population. 

2. Duties, imposts and excises must 
be uniform throughout the 
United States. 

3. All taxes must be levied for a 
public purpose. (A.A.A. in- 
valid.) 

The requirement that direct taxes 
be apportioned necessarily made their 
collection slow and clumsy, and be- 
cause of this Congress has turned 
strongly from the beginning toward 
indirect taxes. 


Our Excise Taxes 


LL of our present long list of 

excise taxes have their founda- 
tion in the indirect tax group. In 
1791, Congress imposed a excise tax 
on whiskey, and opposition thereto 
led to the Whisky Rebellion in 1794. 
In 1797 a stamp tax on legal docu- 
ments and a legacy tax was imposed 
on transfers of property at death 
other than to parents, spouses or 
lineal descendants. Each war has 
brought on increases in taxes and new 
sources of taxation. The Civil War 
brought on the “probate duty,” a tax 
on the personal estate within the 
jurisdiction of the probate court and 
a “succession tax” to reach interests 
in real estate passing at death. The 
Civil War also brought a trial of the 
income tax by the Federal Govern- 
ment. Starting in 1861, a tax of 3% 
was levied on the excess of all in- 
comes of over $800 per year. In 
1865, graduated rates were in effect— 


5% on amount of income between 
$600 and $5,000 
10% on amount over $5,000 
The Spanish American War brought 
on a large expansion of excise taxes. 
The Supreme Court held that the 
1894 income tax was a “direct tax,” 
and, therefore, invalid without appor- 
tionment between the states in pro- 
portion to population. 

In 1909, Congress enacted a “spe- 
cial excise tax” on corporations for 
the privilege of carrying on or doing 
business, the tax to be equivalent to a 
rate percent of its income. Income 
was only the measure of the tax and 
on this basis it was held to be an in- 
direct tax. and valid without appor- 
tionment. Congress proposed an 
amendment to the Constitution, grant- 
ing the Federal Government the right 
to tax income without apportionment 
according to population, and this 
amendment was ratified February 25, 
1913, as the Sixteenth Amendment. 


Enactment of 16th Amendment 


ECAUSE the income tax has as- 

sumed first place in importance 
as a revenue measure, it is important 
that we realize just what power the 
states delegated to the Federal Gov- 
ernment, when they ratified the Six- 
teenth Amendment. The amendment 
reads “The Congress shall have the 
power to levy and collect taxes on 
incomes, from whatever source de- 
rived, without apportionment among 
the several states, and without regard 
to census or enumeration.” 

Please note that both taxes and 
income are plural. Thus Congress 
has the right to pass a normal and 
a surtax and a “Victory” tax for in- 
dividuals, and normal, surtax, de- 
clared value excess profits tax and 
excess profits tax for corporations. 

Also the tax may be on incomes— 
thus the allowance of “deductions” 
from income is a matter of Congres- 
sional grant; thus a tax on gross in- 
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come is not out of the realm of possi- 
bility, and the present “Victory” tax 
is a step in this direction. 

Income has been defined by the 
Supreme Court as the gain derived 
from capital, from labor, or from 
both combined. Gifts are excluded. 
Gross income is not gross receipts; 
capital cost must be returned before 
there can be income. But.other de- 
ductions are subject to the express 
pleasure of Congress, such as deduc- 
tions for contributions, interest, taxes, 
losses, bad debts, net loss carry-over, 
etc. 


Corporation rates in 1913. were 
1%, in World War I the maximum 
normal rate for corporations was 12% 
with a “war excess profits tax of 80% 
of income in excess of either 10% of 
the invested capital or the average 
prewar net income plus a specific ex- 
emption of $3,000. For corporations 
having a net income in excess of $50,- 
000, the Revenue Act of 1942 im- 
poses a normal and surtax rate of 
40% and an excess profits tax rate 


of 90%. 


Double Taxation 


HE reservation by the states of all 

rights not expressly delegated to 

the United States brings about the 

possibility of subjecting the citizen of 

a state not only to double but to mul- 
tiple taxation on the same item. 


The Supreme Court of the United 
States in a decision handed down on 
April 27, 1942 (Utah v. Aldrich and 
Harkness) holds that there is no con- 
stitutional immunity from taxation of 
intangibles by more than one state. 
Here the State of Utah was held to 
have the right to tax the transfer of 
shares of stock of the Union Pacific 
R.R. owned by a New York resident, 
notwithstanding the fact that the 
stock certificates and the transfer of- 
fice were located outside of Utah. In 
reaching this decision, the Supreme 
Court overruled a long-standing de- 
cision of over 10 years. One thing 
that stands out in this Supreme Court 
decision is the vigorous dissenting 
opinion delivered by Mr. Justice Jack- 
son, in which Justice Roberts con- 
curred. In this dissenting opinion, 
Justice Jackson outlines very clearly 
the practical complications arising 
from the Court’s decision. 


Commenting that the Court owes 
all that it has of wisdom and power 
in the solution of the problem of dou- 
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ble taxation and should give careful 
consideration to its impact on the very 
practical and concrete problems of 
states and taxpayers, Justice Jackson 
held that the majority decision was 
simply the “proverbial leap from the 
frying pan into the fire.” Further in 
his opinion, he states, “Despite today’s 
decision, I trust that this court does 
not intend to say that might always 


.makes right in the matter of taxation. 


! hope there is agreement, although 
unexpressed, that there are limits, and 
that our problem is to search out and 
mark those limits.” 

This dissenting opinion of Justice 
Jackson hints at the danger of mul- 
tiple taxation by states of those busi- 
nesses that are interstate in character, 
and bringing about a condition, which 
an Ex-Governor of Missouri refers to 
as ‘“Balkanizing the United States.” 

Double taxation is not limited to 
taxing the same income in different 
states. Our Federal Income Tax also 
taxes the same income twice. 

For operating reasons, it may be 
advisable for a company to incorpo- 
rate as separate companies, branches 
located in several states, owning 
100% of the stock and carried on the 
parent company’s balance sheet as an 
investment in such subsidiary com- 
pany. 

When the earnings of these subsid- 
iary companies are passed up to the 
parent company, 15% thereof are 
again taxed to the parent company. 
With the ability of the government to 
tax 15% demonstrated, it is easy to 
see that they can increase this per- 
centage and thus deal a severe blow 
to this class of business organization. 

True it is possible for these ‘types 
of business organizations to file con- 
solidated income tax returns, but, in 
order to do so, they are required to 
pay a 2% higher rate of tax. 


How Inventories Affect Taxes 
[XVENTORIES in trading and 


manufacturing concerns are not 
only important because of their bal- 
ance sheet value but also because of 
the direct effect they have upon the 
profits of the company, as reflected in 
the Profit and Loss Statement. 

As grantors of credit, you are in- 
terested in methods used in the valua- 
tion of inventories, as they are set 
out in the Balance Sheet. 

Inventory controls of vital material 
under the “Controlled Materials 


Plan” and Retail inventories under 
Limitation order L-219 will do much 
to curb any tendency toward over- 
investment in inventory. It is of in- 
terest to you, as Credit Men, to sup- 
port the government in its efforts to 
avoid inflation, because this always 
carries in its wake inventory losses 
and financial difficulties when defla- 
tion sets in. 

The Last In First Out or “LIFO” 
method of inventory was first recog- 
nized in the Revenue Act of 1939, 
and since then numerous concerns 
have taken advantage of these provi- 
sions with the result that they have 
established a “cushion” against infla- 
tion for such part of their inventory 
as existed when the plan was put into 
effect. 

Provision has also been made for 
those cases where the taxpayer’s 
“base” may have been reduced by 
involuntary liquidation of inventory, 
to make it possible for the taxpayer 
to replace this inventory at a subse- 
quent date. 

The purpose of the “LIFO” inven- 
tory method is to eliminate fluctua- 
tions in profits and losses, provide 
greater stability in earnings by elimi- 
nating the effect of the difference in 
prices between the beginning and end- 
ing inventories. 

In a period of rising prices, the 
“LIFO” basis of inventory permits 
the taxpayer to deduct his current 
high price inventory against current 
sales and if the inventory is not built- 
up above the “base” quantities, then 
there will be no occasion for compa- 
nies having the LIFO basis of inven- 
tory valuation, to be faced with sub- 
stantial inventory losses in a_ period 
of declining prices. 

From a credit granting standpoint, 
this is a very desirable situation. A 
review of corporation reports of 1940 
and 1941 discloses that corporations 
adopting the LIFO basis effected sub- 
stantial reductions in corporate profits 
and resultant taxes. Except for the 
LIFO basis, these profits would have 
been taxed as realized profits which 
would be eliminated when prices 
reached the beginning inventory level. 

More important than this, however, 
is the principle exemplified in the 
LIFO basis, that is, of charging 
against current sales the current pre- 
vailing costs, and eliminating from 
profit consideration that portion of 
the inventory which for all practical 
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purposes is almost as fixed an invest- 
ment, in a going business, as plant 
and other productive assets. 


Emergency Plant Facilities 


| World War I, the expansion of 

plant facilities required for the de- 
mands of war production, were, in 
ihe main, financed by the individual 
companies. Provision was made in 
the Income Tax Law for the amor- 
tization of these facilities, with ad- 
justment to be made within three 
years after the termination of the war. 
Cancellation of war contracts brought 
on prolonged negotiations between 
the government and taxpayers, which 
involved the question of determining 
the amortized value of these war 
facilities. 

The title to the property vested in 
the companies, and while they were 
able to have these plants written down 
by substantial amounts of amortiza- 
tion, it was not uncommon for such 
companies to find themselves handi- 
capped by excess plant facilities. 

Our present situation is most satis- 
factory from a credit standpoint. 
Those concerns who are investing in 
additional facilities for war produc- 
tion have the opportunity of amortiz- 
ing the cost thereof over a period of 
60 months upon filing a “Necessity 
Certificate” with the proper govern- 
mental agency, and, in some special 
cases, cost may even be amortized in 
a shorter period of time. 

In most cases, expenditures for our 
larger war facilities have been erected 
by the government through the De- 
fense Plant Corporation, with the 
leasing of the facilities to an operat- 
ing company. Both of these condi- 
tions should make for a healthy post- 
war condition. 

Excessive plant capacity can be 
eliminated by the government with- 
drawing these facilities from produc- 
tion, and the amortization provisions 
should avoid the possibility of com- 
panies having any excessive invest- 
ment in fixed assets. 


Unpaid Expenses—Close 
Corporations 


NPAID salaries, bonuses, and in- 

terest due to officers of corpora: 
tions owning more than 50% of the 
capital stock of such corporations and 
included on the balance sheet as an 
accrued liability at the end of the cor- 
poration year, may be the basis of 
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additional taxes against the corpora- 
tion if those items are not paid within 
two and one-half months after the 
close of such taxable year. 

Originally included in the Revenue 
Act of 1937, the purpose of this pro- 
vision was to close the tax loop-hole 
of accruing items on the books of the 
corporations reporting on the accrual 
basis and getting the benefit of deduc- 
tions, without the income being re- 
ported by the individual on a cash 
basis. 

The report of the joint committee on 
‘Tax Evasion and Avoidance, August 
5, 1937, recommended legislation to 
encourage reasonably prompt dis- 
charge of such obligations, and, as a 
result, the Revenue Act of 1937 in- 
cluded, as an amendment to Section 
24, a provision disallowing these ex- 
penses under the conditions recited. 

The Treasury Department has been 
successful in having the Tax Court 
sustain its strict interpretation of this 
statute, as to what constitutes meeting 
the “time” requirement and_ the 
“paid” requirement. The Tax Court 
has held that payment on March 16 
did not meet the two and one-half 
months “time provision” of the stat- 
ute, (Mansuss Realty Company 1-TC 
i28) in a calendar year corporation. 

This decision is especially interest- 
ing in that the Tax Court, in being 
called upon to decide what constituted 
the crucial date when the time in a 
statute is designated as “two and one- 
half months,”’ stated “So far as we 
have been able to discover, this is the 
only case in legislative history when 
a period of time is measured by stat- 
ute in terms of one-half of a month.” 

In another case, (The Celina 
Manufacturing Company 47 BTA—- 
No. 133) the Tax Court has sus- 
tained the Commissioner in the dis- 
allowance of salaries accrued by the 
corporation at the end of its taxable 
vears 1937-1938-1939, for which, 
within two and one-half months there- 
after, it issued its note in payment 
thereof. 

This accrual was disallowed, even 
though the individuals in their in- 
come tax returns reported the full 
amount of their salaries for the year 
in which they were accrued by the 
corporation. 

This indicates the extreme impor- 
tance of promptly liquidating, after 
the close of the year, expense accru- 
als to individuals where these indi- 
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viduals own: more than 50% of the 
stock of the company. 


Net Loss Carry-Over and 
Carry-Back 


HE allowance of an operating 

loss to be carried forward to a 
subsequent year is not new. A Net 
loss carry-over of one year was al- 
lowed as a deduction in the Revenue 
Act of 1918. In the Revenue Act of 
1921, a two-year carry-over was pro- 
vided with similar provisions in the 
Revenue Acts of 1924, 1926 and 
1928. That a provision of this kind 
is subject to the pleasure of the Con- 
gress is indicated by the enactment, 
in the Revenue Act of 1932, of a pro- 
vision reducing the period of the 
carry-over from two years, then in 
effect, to one year, and its entire elim- 
ination by the National Industrial Re- 
covery Act of 1933. The two year 
carry-over was restored in the Reve- 
nue Act of 1939 applicable to taxable 
years beginning in 1940. 

The “Carry-back” of net losses 
provided in the Revenue Act of 1942 
is an innovation and applies to taxable 
years beginning after December 31, 
1940. This provision requires careful 
consideration, especially as to its post- 
war signifiance. Briefly stated, it 
means that corporations who have 
large profits in the years 1941 and 
1942, and sustain a loss from opera- 
tions in 1943, would be able to apply 
such loss to 1941 and 1942 and re- 
ceive a refund based upon the such 
adjusted 1941 and 1942 income. 

The Senate Finance Report shows 
the following illustration : 

1941—Income $600.00 
1942—Income $900.00 
1943—Loss $1,000.00 


Applied to: 

Amount Income Corrected 
1981 ...9000QD0 =—=—s§._sncnees 
1942 ... 400.00 $500.00 


It will readily be realized how im- 
portant this provision is to corpora- 
tions subject to a rate of 90% on 
excess profits and 40% on normal 
profits, and how this provision (if 
allowed to remain in the law) will, in 
many cases, be a great help in bridg- 
ing the post-war changeover. 

For those corporations which are 
subject to an excess profits tax, a pro- 
vision is made for a carry-over and a 
carry-back of any unused excess 
profits credit. 

(Continued on Page 31) 
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Renegotiation of Contracts 


ale Anialysis of Principles and Palicies of the Government Departments 


By EDWARD H. CUSHMAN, Esq. 


Of the Philadelphia and District of Columbia Bar 


gress began consideration of the 
possibilities of controlling war 
profits by renegotiation. 

This procedure was accelerated by 
the decision of the Supreme Court of 
the United States which sustained 
the right of a contractor to the bonus 
for savings authorized by its cost- 
plus contract, but stated in its opinion 
that if the executive was in need of 
additional laws to protect the Nation 
against war profiteering, Congress 
had the power to make them. 

Thereupon, pursuant to the Second 
War Powers Act, the President is- 
sued an order for the inspection of 
the books and plants of all companies 
with a large volume of war contracts, 
to ascertain whether or not their 
profits were unreasonable. 


Le the early part of 1942 Con- 
bw 


What Act Covers 


ITLE VIII of the Federal Rev- 

enue Act of 1942 is entitled “Re- 
negotiation of War Profits” and is 
effective as of April 28, 1942. It 
defines the term “department” to 
mean the \War Department, the Navy 
Department, the Treasury Depart- 
ment, and the Maritime Commission. 
It implies that if the renegotiation 
is not voluntary, refixing of the con- 
tract by the Secretary of the Depart- 
ment is authorized. 

The Joint Statement of Principles 
and [Policies of these Departments 
states that in the event it becomes im- 
possible to reach a mutual agreement, 
the case is then referred to the official 
of the department or the commission 
to whom authority has been delegated 
under the statute, who gives con- 
sideration to the use of such special 
measures as he may deem necessary 
or advisable. The meritorious sug- 
gestion has been made that an ag- 
grieved contractor be given the right 
to appeal to the Court of Claims in 
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event that he is dissatisfied with 
the decision. It defines excessive 
profits to mean any amount of a con- 
tract or subcontract price which is 
found as a result of renegotiation to 
represent excessive profits. 

This section directs each depart- 
ment to insert in any contract for 
an amount in excess of $100,000, 
a provision for the renegotiation of 
the contract price at the period or 
periods when, in the judgment of the 
Secretary, the provision can be de- 
termined with reasonable certainty. 
It also has a provision requiring the 
contractor to insert in each subcon- 
tract for an amount in excess of 
$100,000 made by him under such 
contract, a provision for the renego- 
tiation by such Secretary and the sub- 
contractor of the contract price of 
the subcontract. The statute is so 
phrased that the Price Adjustment 
Board may claim the right to renego- 
tiate with subcontractors even though 
the amount of any one subcontract 
is less than $100,000 if the total of 
subcontracts was more than $100,000 
during the fiscal year. 

The Joint Statement of Principles 
states: “Contracts and subcontracts 
for amounts of $100,000 or less are 
subject to renegotiation, unless other- 
wise exempted.” The Truman Com- 
mittee in its additional report pur- 
suant to S. Res. 71, 77th Congress 
(Report No. 10, Part 5) recommends 
that the $100,000 exemption in the 
present renegotiation law should be 
increased to $500,000. Amendments 
to that effect were recently introduced 
(H.R. 2324, S. 992). 

The contractor is required to insert 
in each such subcontract a provision 
for the retention by the contractor for 
the United States of the amount of 
any reduction in the contract price of 
any subcontractor pursuant to its re- 


negotiation or for the repayment by 
the subcontractor to the United States 
of any excessive profits from such 
subcontract, as the Secretary may di- 
rect. The Secretary may also require 
a similar provision to be inserted in 
any agreement that subcontractor may 
make with anyone under him. 


Sub-contractors Are Affected 


RACH such principal contract must 

likewise contain a provision for 
the retention by the United States 
from amounts otherwise due the con- 
tractor, or for repayment by him to the 
United States, as the Secretary may 
direct, the amount of any reduction 
in the contract price of any subcon- 
tract which the contractor is directed 
to withhold from payments otherwise 
due the subcontractor unpaid at the 
time the contractor receives such di- 
rection. 

The contractor is under no obliga- 
tion to withhold payments to a sub- 
contractor unless there has been a de- 
termination by the Government of the 
existence of excessive profits. Thus, 
the contractor should make payments 
to the subcontractor in accordance 
with the terms of the subcontract un- 
til such time as a determination of ex- 
cessive profits under the subcontract 
has been made and the contractor has 
been directed to withhold payments to 
the subcontractor. If at such time 
there are further payments due, the 
contractor should retain the amount 
specified in such direction. If all pay- 
ments have been made to the subcon- 
tractor prior to the time when the 
contractor receives notice of a direc- 
tion for withholding such excessive 
profits, the contractor has no respon- 
sibility or obligation in the matter of 
withholding payments under such sub- 
contract. Conversely, a subcontractor 
is liable to the Government only for 
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the repayment of amounts representa- 


‘tive of excessive profits actually paid 


to him by a contractor and not for 
those eliminated through reductions 
in contract prices or otherwise. 


Contracts Excluded 


THIS statute directs the Secretary 

of War, of the Navy, of the Trea- 
sury, and the Chairman of the Mari- 
time Commission if he decides that 
excessive profits have been realized, 
or are likely to be realized from any 
contract with his department or sub- 
contract thereunder, to require the 
contractor or subcontractor to re- 
negotiate, even if the agreement was 
made prior to April 28, 1942, so long 
as final payment thereunder had not 
been made prior to that date. 

Payment will be deemed to have 
been made before April 28, 1942, al- 
though certain relatively small un- 
liquidated items may not have been 
finally determined or paid for. 

The exemption of contracts or sub- 
contracts where final payment was 
made prior to April 28, 1942 fre- 
quently raises the question whether a 
series of transactions constitute one 
contract or several contracts. If the 
transactions constitute several con- 
tracts, then only those agreements on 
which final payment has been made 
before April 28, 1942 are exempt. 
This question arises with respect to 
re-orders and orders under option 
agreements, periodic deliveries under 
purchase orders, etc. A _ test is 
whether a new or additional promise 
is given by the contractor with re- 
spect to the additional order, or 
whether the additional material or 
work is within an option under the 
original contract. 

The War Department has recently 
authorized the exemption from re- 
negotiation of any contract which has 
been terminated for the convenience 
of the government whenever it is 
found that the agreement between the 
government and the contractor fol- 
lowing such termination prevents the 
realization of excessive profits. 


May Demand Cost Figures 


HE Secretary has the right to de- 

mand statements of actual costs 
of production and such other finan- 
cial statements at such times and in 
such form and detail as the Secre- 
tary may require. Detailed audits 
will not be attempted unless the in- 
formation furnished by the Company 
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appears to be inadequate or mislead- 
ing. 

Price Adjustment Boards and in 
addition thereto Price Adjustment 
Sections and Cost Analysis Sections 
have been established by the War De- 
partment. 

The Navy Department has recently 
established a procedure tending to 
simplify renegotiations and to give a 
clearance to contractors where it is 
evident from the information request- 
ed preliminarily that there are no ex- 
cessive profits for the period under 
review. 

The Price Adjustment Boards re- 
serve the right to conduct renegotia- 
tion with a company where the size 
of the company, the magnitude of the 
sum involved or novel questions war- 
rant such a procedure, or where for 
any other reason it appears that re- 
negotiation by the local Section is 
inadvisable. 

As a preliminary, the Price Ad- 
justment Section will desire to exam- 
ine statements showing profit and 
loss, assets and liabilities from 1936 
on, a list of salaries paid officers, a 
statement showing the amount of 
business subcontracted, and a sub- 
division between the business subject 
to renegotiation and business not sub- 
ject to renegotiation. 

These statements need not be in 
any particular form. Copies of the 
company’s regular statements, accom- 
panied by the auditor’s comments are 
adequate. If further study is made it 
is generally necessary to make avail- 
able detailed balance sheets, operat- 
ing statements covering the period 
1936 to 1942 with similar data with 
respect to the current year, informa- 
tion with respect to depreciation and 
amortization basis, lists of stockhold- 
ers, officers, directors, affiliated com- 
panies, prime supply contracts, the 
names of subcontractors, as well as a 
statement of the contributions of the 
contractor to the war effort. 


The Price Adjustment Board is 
required to take into consideration 
the financial position and overall prof- 
its, past and prospective, of the con- 
tractor or subcontractor involved, 
with the object of determining and 
agreeing upon the amount of exces- 
sive profits realized or likely to be 
realized from war contracts taken as 
a whole. The commercial business of 
the contractor or subcontractor in- 
volved as distinguished from his war 
business must be excluded. However, 


on 


agreements for products or materials 
which enter into war production but 
which are not subject to renegotia- 
tion, may be included in an overall 
renegotiation upon request of the 
company whose agreements are being 
renegotiated. 

Contracts or subcontracts are 
exempt from renegotiation where 
final payment was made prior to 
April 28, 1942, where the agree- 
ment by its terms provides otherwise, 
where the aggregate sales do not or 
will not in the opinion of the Secre- 
tary exceed $100,000 during the fiscal 
year of the company, where the 
agreement is with another federal 
agency or is “for the product of a 
mine, oil or gas well or other mineral 
or natural deposit, or timber which 
has not been processed, refined or 
treated beyond the first form or state 
suitable for industrial use.” 


Contracts placed by Defense Plant 
Corporation for the construction of 
plants, as distinguished from the fur- 
nishing of equipment and supplies, 
will not be renegotiated nor will con- 
tractors be required to furnish in- 
formation as to their profits on those 
contracts. — 


Completed Contracts as a 
Yard Stick 


WHILE the statute specifically 

exempts from negotiation con- 
tracts which have been fully con- 
summated, and for which payment 
was made in full prior to April 28, 
1942, it has been the writer’s observa- 
tion that one of the intangibles which 
the Price Adjustment Sections can- 
not overlook is the amount ef profit 
the company will receive on contracts 
so completed and paid for prior to 
April 28, 1942, in seeking to deter- 
mine what are excessive profits wit 
respect to contracts not fully con- 
cluded by that date. 


The Secretary is empowered to fix 
the period or periods when or within 
which renegotiation shall be had, and 
the Secretary may limit renegotiation 
to only a portion of the contract or 
subcontract. -As a general rule, re- 
negotiation will be had to ascertain 
excessive profits theretofore made or 
which may arise during the fiscal year 
in which the renegotiation takes 
place. Renegotiation will not be re- 
quired for any fiscal year ending 
before December 31, 1941, except in 
most unusual cases. Renegotiation 
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must be commenced within one year 
after the close of the fiscal year of 
the contractor or subcontractor with- 
in which the agreement was com- 
pleted or terminated. 

There is first the determination of 
the total excessive profits from agree- 
ments subject to renegotiation during 
the designated period, usually the cur- 
rent fiscal year of the company. 
Where the period under examination 
has expired in whole or in part, the 
excessive profits will be a definite 
sum. For a pending or future period, 
such as the unexpired portion of the 
current fiscal year, the excessive prof- 
its must necessarily be estimated, 
based upon the estimated volume of 
business. Such an estimate will not 
be disturbed unless the actual figures 
with respect to cost, volume of pro- 
duction, etc., differ materially from 
the estimates. 

Where the contractor or subcon- 
tractor holds two or more contracts 
or subcontracts, the Secretary in 
his discretion may renegotiate to 
eliminate excessive profits on some 
or all of such contracts and subcon- 
tracts as a group without separately 
renegotiating the contract price of 
each contract or subcontract. This is 
an equitable provision because it takes 
into consideration that there may be 
a substantial profit on one contract 
and a substantial loss on another con- 
tract during the period under con- 
sideration. 

When nearly all of the war work 
of a company, especially a company 
engaged in construction, consists of 
a few contracts, renegotiation may 
be had on the individual contract 
basis. Likewise, contracts for archi- 
tectural, engineering and manage- 
ment services may be renegotiated 
on an individual contract basis. 


What Items Are Allowable 


HE statute directs the Secretary 

not to make any allowance for 
any salaries, bonuses or other com- 
pensation paid by a contractor to its 
officers or employees in excess of a 
reasonable amount. It likewise pro- 
hibits an allowance for any excessive 
reserves set up by the contractor or 
for any costs incurred by the con- 
tractor which are excessive or un- 
reasonable. Thus, only lawful and 
reasonable commissions, bonuses, 
maintenance and depreciation charges 
will be allowed. It is assumed that 
reasonable amortization of war facil- 
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ities, reasonable cost of research and 
experimental work, and reasonable 
advertising expenses will be allowed. 

The renegotiation authorities are 
not required to compute and allow the 
actual dollar amount of exclusions 
and deductions which the Bureau ot 
Internal Revenue would allow. 

Even though the contractor has no 
“net operating loss” to carry over for 
tax purposes, the renegotiating au- 
thorizes, nevertheless, give considera- 
tion, under proper circumstances, to 
losses incurred in prior years on con- 
tracts and subcontracts subject to re- 
negotiation. It should not be as- 
sumed that the full amount of such 
losses will be allowed against profits 
for the fiscal year or other period 
under consideration, but only that 
they may be recognized as one of the 
factors in determining whether such 
profits are excessive. 

Allowance for advertising expenses 
are based upon deductions allowed by 
the Bureau of Internal Revenue for 
tax purposes. 

The Bureau realizes that it may be 
necessary for taxpayers now engaged 
in war production to maintain 
through advertising, their trade 
names and the knowledge of the 
quality of their products and good 
will built up over past years, so that 
when they return to peacetime pro- 
duction their names and the quality of 
their products will be known to the 
public. 

Reasonable expenses incurred by 
companies in advertising to speed the 
war effort among their own em- 
ployees, and to cut down accidents 
and unnecessary absences and inef- 
ficiency, will be allowed as deduc- 
tions, as will reasonable expenditures 
for the promotion of the Government 
objectives in wartime, such as the sale 
of war bonds, etc. 

The test whether expenditures for 
advertising are reasonable is whether 
they are ordinary and necessary and 
bear a reasonable relation to the busi- 
ness activities in which the corpora- 
tion is engaged. 


No Offset on High Taxes 


S a general rule, the object will 

be to determine what would have 
been a reasonable profit before fed- 
eral income and excessive profit taxes 
are deducted. To renegotiate on the 
basis of allowing a company a fair 
profit after such taxes have been ce- 
ducted would be equivalent to per- 
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mitting the company to keep part ot 
the sum which Congress has de- 
cided should be that company’s con- 
tribution to the war. If the effect 
of a literal application of the above 
theory would leave the company such 
a small sum as might impair its in- 
centive to proceed with war work, 
a determination of profits after taxes 
will be given greater consideration 
in the renegotiation. 

A joint release by the Under Sec- 
retary of War and the Under Secre- 
tary of the Navy under date of Feb- 
ruary 9, 1943, states however, that 
profit margins on war _ contracts 
should not be increased or maintained 
at a high level in order to offset 
higher taxes. It reads, in part: “To 
permit such a practice would nullify 
the intent of Congress as expressed 
in the Revenue Act. 


“The rate of profit made on peace- 
time business is not of itself the basis 
for profits to be made on war con- 
tracts. Because of the unprecedented 
volume of business due to war orders, 
a substantial reduction in profit 
margins below peace-time levels will 
usually leave contractors with an ade- 
quate dollar amount of profits on war 


work. Any single yardstick is in- 
valid because of wide variations 
among contractors in investment. 


efficiency, past earnings, government 
assistance, turn-over and inventive 
contribution. However, in general, 
the margin of profit which a com- 
pany makes on its expanded war 
sales may be limited to % or 1/3 
of the margin of profit on peace-time 
sales.” 


Reserves for Reconversion 


ONTRACTORS frequently create 
reserves for the purpose of re- 
converting their plant facilities to nor- 
mal peacetime operations at the termi- 
nation of the war. The departments 
disallow such charges for the reason 
that the necessity for the reconversion 
may never arise, the cost and extent 
thereof are too conjectural to war- 
rant a present determination with re- 
spect thereto, and the unknown dura- 
tion of the war precludes an estimate 
with any degree of accuracy of the 
amount of money which may be re- 
quired for reconversion. The Tru- 
man Committee in its above report 
states that while there is certainly no 
justification in the allowance of ex- 
cessive or padded reserves for post- 
(Continued on Page 28) 
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Bonds are essential 


‘It is clear that when the bond requirement 
is waived, labor and material men, as well as 
the Government, lose a form of protection 


7 which they have enjoyed for almost half a 
century.” 


From an article entitled: 


“Restoration of Bond Requirements Will Aid War Effort”’ 
by Edward H. Cushman of the Philadelphia and District 
of Columbia Bars, appearing in ‘Credit and Financial 
: Management” for April, 1943 — A reprint in pamphlet 


form will be mailed without cost on request to 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 
4 Albany Street, New York 
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Industry's Part in Winning the Peace 


What ihe etiaiiles for ceils Development 4, _Mttempling 


Every man in America believes, 
= that the first concern and para- 
mount obligation of each one of 
us is to help win the war. Noth- 
ing must interfere with that objec- 
tive. If, however, we are to prosper 
in an expanding dynamic economy 
when peace comes, American man- 
agement must start NOW working 
on a program that will provide jobs 
in civilian production—millions of 
them—as quickly as possible after 
hostilities cease. Let me assure you, 
there is no time to lose. 

Briefly, here is the problem con- 
fronting us: In order to indicate the 
drastic dislocation which war has im- 
posed on our economy, I must use 
two sets of figures—one for the year 
1940; one for 1943. In 1940 the 
Nation turned out approximately one 
hundred billion dollars worth of 
goods and services, which was more 
than any other previous year. By the 
end of 1943, we will be producing 
goods and services at the rate of 
more than 155 billion dollars. In 
1940 we produced only 2 billion dol- 
lars worth of war goods. In 1943 
the estimated annual rate will reach 
the staggering figure of 84 billion— 
over half our total output. 


Jobs for Millions 


OW let us consider people—we 
are vitally concerned with people, 
today, and particularly, in the post- 
war period. In 1940, 48% million 
people were employed. By the end of 
1943, this figure will be over 64 mil- 
lion. In 1940, only 400,000 were en- 
gaged in producing the 2 billion dol- 
lars worth of war production about 
which I spoke. In 1943 this figure 
will reach somewhere between 25 and 
30 million. In 1940, 600,000 were in 
the armed forces. By the end of this 
year, there will be over 10 million. 
In 1940, 9 million were unemployed. 
Today, unemployment is at a mini- 
mum. 
When the wars in Europe and 
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Asia end, our economy will lose a 
customer for over half its output— 
the government. Many of the ten 
million, eight hundred thousand then 
in the armed forces and nearly all of 
the millions in war work will be re- 
turning to peacetime pursuits, eager 
for jobs. They will insist on them— 
useful jobs with decent pay and 
ample opportunity for advancement. 
Never again will doles and subsist- 
ence levels be tolerated. Jobs for 
these returning soldiers, and sailors 
and war workers must either be pro- 
vided through the resources and in- 
genuity of business, or the govern- 
ment will be forced to take over. 

Everyone knows we are going to 
win the war. The question we must 
ask ourselves is what we can do to 
see that the war “stays won.” There 
is a growing realization that we can 
lose the freedom we are fighting for, 
not to a foreign power, but simply by 
default. 


America gained her independence 
originally because the people knew 
what it was like to live under a sys- 
tem of tyranny, and they were will- 
ing to fight for a Nation and govern- 
ment that sanctioned liberty and gave 
all a chance at creative opportunity. 
Our people, today, however, having 
always lived with freedom, will not 
appreciate it unless it is the freedom 
to work and not to tramp the streets, 
the freedom to buy goods “as adver- 
tised,” and not the freedom to look 
in a store window with their hands 
in empty pockets. 


Jobs or Regimentation 


T should not surprise us that a job- 
less man will vote for regimenta- 
tion. We know he doesn’t really 
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want it. We know he wants a free- 
dom that gives satisfaction. We be- 
lieve that a renewed freedom of en- 
terprise will give those satisfactions, 
The Committee for Economic Devel- 
opment stands on the firm conviction 
that the materials are at hand to build 
a dynamic, expanding economy, with 
good jobs, at ample pay, for those 
who are able and willing to work. 

If in the postwar period we had to 
provide employment at the 1943 peak, 
the task would be staggering. Fortu- 
nately, several million of that work- 
ing force are over-age, under-age, or 
women who voluntarily will return to 
their homes. The best estimates indi- 
cate that if we achieve an employ- 
ment level of approximately fifty-eight 
million, with a normal work week, a 
very satisfactory situation will pre- 
vail. Of these fifty-eight million, it 
is estimated that approximately two 
million will be in the armed forces, 
one million in war production, which 
means that civilian employment will 
have to be found for the remaining 
fifty-five million. That is nine mil- 
lion more peace time jobs than were 
available in 1940. They will have to 
be created either in private industry 
or by the government on public 
works projects. 


A Two Year Job 


T is anticipated that even though we 
assume an orderly curtailment of 
war production and a gradual demob- 
ilization of our armed forces, these 
two tasks will have been substantially 
completed within two years. That 
means we have but two years to bring 
about the complete transition from a 
war to a civilian economy—two years 
in which to raise the output of civil- 
ian goods and services from the very 
low level then prevailing to the new 
record-breaking heights which must 
be reached if millions of men are not 
to be found walking the streets look- 
ing for jobs. Reaching that high 
level peacetime output is going to be 
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a whale of a job—the toughest as- 
signment this nation ever tackled. 

The very toughtness of this as- 
signment should make it crystal clear 
that to meet it: 

(1) Individual enterprise must 
start their postwar planning of prod- 
ucts and marketing now and; 

(2) The environment in the post- 
war period must be favorable to the 
expansion of enterprise. These are 
certainly the convictions of the busi- 
nessmen and professional economist 
s with whom I am associated on the 

€- ; ; 
Committee for Economic Develop- 
ment. 


el- | How C.E.D. Was Organized 
pe: HE Committee for Economic De- 


7 velopment is a private, non-profit 
organization completely independent. 
ose Se : ; 
It is neither an official nor a semi-of- 
ficial agency of government. It is 
°F financed b ibutions f 
k nanced by contributions trom pri- 
: ’ vate business. 
The idea of establishing the Com- 
“<F mittee for Economic Development 
z originated when Secretary Jesse 
i Jones called together a group of busi- 


nessmen several months ago. Secre- 
yv- 
Y- tary Jones then suggested that a com- 


ht mittee be organized which would 

49 accept the responsibility for assisting 

'® F commerce and industry to develop 

it . ; ; 
means for making their full contri- 

WF bution to stability and prosperity 

es ; . : 

: h through the achievement of optimum 

a employment and high productivity in 

: the postwar period. Out of that pro- 

= posal by the Secretary came the Com- 
mittee. 

re 

7 Not an Over-all Group 

r ; . 

Hs N no sense does the Committee in- 
tend to act as an over-all postwar 
planning group. Its activities are 
keyed to the one objective of jobs in 
private industry. 
we . 

f The program of the Committee 
0 : : ; 
p- | and its aims have been fully dis- 
ge f cussed with officials of government 
lly agencies interested in the postwar 
at World. Such as the Department of 
ng State, Federal Reserve Board, Na- 
q — “onal Resources Planning Board, 
m Board of Economic Warfare, the 


i. | Var Production Board and also the 
United States Chamber of Com- 


T : ai 

a merce, the National Association of 
i Manufacturers, and representatives 
a of the Nation’s leading trade associa- 


ke p Uons. 


oh The vigorous support promised by 
be — Private organizations and the inter- 
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est and cooperation offered by the 
Department of Commerce and other 
government agencies have provided 
sound basis for confidence that the 
contemplated program can contribute 
substantially to the maintenance of a 
free, dynamic economy. 


Field Development Division 


"THE Field Development Division 

has the responsibility of stimulat- 
ing, encouraging and helping individ- 
ual enterprises in planning their pro- 
grams of products and marketing for 
the postwar period. In order to ac- 
complish this, a Regional Chairman 
has been appointed for each Federal 
Reserve District. These men will ap- 
point district chairmen, one for ap- 
proximately each 1,000,000 popula- 
tion in their regions, who in turn will 
appoint community chairmen. Thus a 
“grass roots” approach to the em- 
ployment problem will be developed. 
The community chairman’s job is to 
start industrial concerns in his com- 
munity, with their postwar plans. 
How does he do it? 

At first, we did not know. So con- 
sequently, test cities were set up in 
Peoria, Illinois; Reading, Pennsylva- 
nia, and Wheeling, West Virginia. 
We also studied the organizational 
setups of postwar groups in Buffalo, 
Rochester, and Baltimore and other 
cities. Today, we have published the 
results of these tests in a booklet 
which is called “A Handbook for 
Community Chairmen.” It contains a 
simple plan based primarily on the 
excellent results in Peoria, Illinois, 
where, as a result of their survey, 
they recently announced that, where- 
as, today approximately 30,000 peo- 
ple are employed in Peoria industries, 
it is estimated that over 29,000 will 
be employed by the same industries 
in the postwar year. 


Test Made in Peoria 


N Peoria, our Chairman Walter H. 

Gardner organized four divisions 
of his committee—Action, Research, 
Small Industry, and Relations. 

(1) Action Division to get every 
industry in Peoria to answer four 
questions as follows: 





(a) What is the name of your ex- 
ecutive in charge of postwar 
planning? 

(b) How many people did you 
employ in 1940—men? 
women ? 
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(c) How many employees do you 
have today—men? women? 

(d) What do you estimate your 
monthly average employment 
will be in the postwar year— 
men? women 


In order to start the program roll- 
ing, a meeting was called for all 
presidents of 45 industrial firms in 
Peoria, with an employment figure of 
97.6%. Each one was given a copy 
of our Handbook for Employers, 
which indicates how a firm may start 
on its postwar planning. Each man 
present was also given a question- 
naire and asked to answer each ques- 
tion, particularly the one concerning 
postwar employment, within one 
month. Each man agreed that he 
would cooperate and make his best 
estimate, although at first many indi- 
cated they could not answer the ques- 
tion of postwar employment until 
they had more information concern- 
ing government controls, taxation, 
etc. 

However, it was explained care- 
fully that this postwar figure was 
only a starting point—a target at 
which to shoot. Like most targets, it 
would not stay in one place, but 
would have to be revised from time 
to time. Many executives who were 
placed in charge of postwar plans in 
these Peoria Companies admitted that 
up until this time, the question of 
postwar planning had been mainly 
one of conversation, but that, as a 
result of being asked to give an esti- 
mate of their postwar employment, 
they were forced to burn the mid- 
night oil and get down to answering 
practical questions on new product 
development, production, marketing 
and distribution, personnel and other 
subjects. 


To quote Don Robertson, Execu- 


tive Vice-President of the Caterpillar | 


Tractor Company, “As a result of 
one month’s hard work, we have now 
plotted our postwar course in a way 
which we would never had done had 
it not been for Mr. Gardner and his 
Peoria Group, representing the Com- 
mittee for Economic Development.” 


Research Division 


HE local research division has a 
responsibility of correlating all 
facts and information useful to post- 
war planning by individual industries 
and of clearing market and other in- 
formation which is made available 
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from time to time by the National 
Committee for Economic Develop- 
ment. 

The Committee for Economic De- 
velopment is fully aware of the im- 
portance of the legions of smaller 
business concerns throughout the 
country. The small businessman pro- 
vides millions with their livelihood, 
furnishes the seedbed for the entire 
system of a free competitive econ- 
omy, and is, in fact, the very founda- 
tion of the American economic system. 
Every possible assistance will be given 
them, not as a matter of any char- 
ity cr philanthropy, but because they 
are essential to our country. If they 
go down, the country goes down with 
them, and we get the kind of conse- 
quences of which we had a small 
sample in the ’30’s. It is hoped that 
in every community larger industries 
will give encouragement and help to 
small industries. We are sure they 
are anxious to extend this aid. 

All groups in a community are to- 
day vitally concerned with what is 
being done to maintain high levels of 
employment and productivity in the 
postwar period. Industry is a vital 
part of the American community, but 
it does not control it. Nor does its 
progress, alone, shape the peacetime 
economy. Other elements in_ the 
community are essential to the whole, 
and, therefore, it is the job of. the 
Relations Division to see that they 
have free access at all times to the 
plans and the progress of the local 
committee. 


Industrial Advisory Board 


NOW we come to the functions of 
the Industrial Advisory Board, 
which is a very important part of the 
Field Development Division. David 
C. Prince, Vice President of General 
Electric, is Chairman; T. V. Houser, 
Vice President of Sears Roebuck 1s 
the Vice Chairman, so that we can 
have the benefit of his thinking on 
the problems of distribution; Pyke 
Johnson, the other Vice Chairman, is 
President of the Automotive Safety 
Foundation, and is probably as well- 
versed on the subject of Trade Asso- 
ciations as any man in America. 

T. G. MacGowan, Manager of the 
Research Department, Firestone Tire 
and Rubber Company, Akron, Ohio, 
is Chairman of our Marketing Com- 
mittee. 

The work of this Industrial Adyis- 
ory Board which has access to the 
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best technical brains in industry, will 
be worth hundreds of thousands of 
dollars to individual businessmen all 
over the country. Members of this 
Board were responsible for produc- 
ing the Handbook for Employers. 


“Markets After the War” 


‘THEY also gave helpful criticism 

and suggestions to S. Morris 
Livingston, head of the National Eco- 
nomics Unit in the Department of 
Commerce and author of ‘Markets 
After the War.” In this book it is 
pointed out that 55 million people 
working normal hours in a normal 
week can produce approximately 140 
billion dollars worth of goods and 
services, and that, gentlemen, is an 
increase of 40% over 1940. “Mar- 
kets After the War” attempts to 
break down this national gross prod- 
uct of 140 billion into 60 major in- 
dustry divisions. These figures, of 
course, are projections not forecasts. 
This book has been reprinted by the 
Committee because its usefulness as 
a starter in the task of making post- 
war preparations. 

The Industrial Advisory Board 
will also secure case histories of post- 
war planning done by individual com- 
panies and make these available to 
business through community commit- 
tees. Studies also have been initiated 
to determine the type of products 
which will be most favorably situated 
in the postwar world period. 


New Business Opportunities 


HREE case studies have already 

heen printed and distributed deal- 
ing with the exploration of new ideas 
and business opportunities for the 
postwar period; another, the reprint 
of “Business Planning Now for ‘V’ 
Day,” by Malcolm P. McNair and 
James W. Culleton, originally pre- 
pared for the Harvard Business 
School ; and third, a presentation of a 
plan developed by the Tennessee 
Enamel Manufacturing Company, 
Nashville, Tennessee. 


Under Pyke Johnson, a Trade 


| Association Handbook has been pre- 


pared and sent to 2,000 trade associa- 
tions. Special trade association sub- 
chairmen have been set up in Wash- 
ington, New York, Chicago, Detroit, 
Cleveland, and Boston. These men 
will assist trade associations in set- 
ting up their own postwar planning 
groups and secure from them addi- 
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THREE WAYS 


to get more out of your 
Burroughs machines 







USE ALL SHORT-CUTS 






Make sure operators are thoroughly 
familiar with and are using all of their 
machines’ automatic features, keyboard 
controls and other special time-saving 
advantages. Write related records as 
one operation. Obtain statistics and 
figures for reports as a by-product of 
regular posting routines. 


KEEP THEM IN GOOD CONDITION 









Right now you can arrange for regular, 
periodic inspection, lubrication and 
adjustment of your Burroughs machines, 
so that emergencies and the delays 
they cause may be prevented. A stand- 
ard Burroughs Service Agreement pro- 
vides this efficient protection at a 
moderate, predetermined cost. All work 
is guaranteed by Burroughs. 


USE GOOD SUPPLIES 












Your machines will produce more and 
better work if you use Burroughs carbon 
paper, roll paper, ribbons and other 
Burroughs supplies. They are manu- 
factured to the exact specifications de- 
termined by Burroughs’ experience. 
They are economical, too, with 10% to 
40% discounts for quantity purchases. 










Are you taking all these steps to get the 
most out of your Burroughs machines 
today? If not, let Burroughs help you. 
Call the local Burroughs office or write 
Burroughs Adding Machine Co., Detroit. 


Burroughs 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES 
MAINTENANCE SERVICE e OFFICE SUPPLIES 











MANUFACTURING 
FOR WAR 


The manufacture of aircraft 
equipment for the Army Air 
Forces, and the manufacture 
of Burroughs figuring and 
accounting equipment for the 
Army, Navy, U. S. Govern- 
ment and the nation’s many 
war activities, are the vital 
tasks assicened to Burroughs 
in the Victory Program. 
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tional case histories which, in turn, 
will be passed on to enterprises 
throughout the Nation. In this way, 
we feel each industry which has indi- 
vidual problems will be able to pro- 
ceed to solve them more intelligently 
by a committee of men selected from 
that industry. At the present time, a 
Community Advisory Board is being 
set up which will be responsible for 
recommending the best procedure for 
setting up committees in small, me- 
dium and large-sized cities. The 
Industrial Advisory Board and the 
Community Advisory Board will, 
therefore, play a very important role 
in assisting the Field Development 
Division set up the best possible type 
of organizations to cope with the va- 
rious problems in the field of postwar 
planning. Later, as the finding of the 
National Research Group are made 
available, they will be passed on to 
the local Resear¢h Divisions in indi- 
vidual communities, who, in turn, 
will pass them on to interested con- 
cerns. ; 


Getting Ready Now 


HAT, in brief, is the way the 

Committee for Economic Develop- 
ment is set up to help commerce and 
industry get ready now to supply jobs 
as soon as the war ends. 


The prospect is agonizing—and 
hopeful and inspiring. It is hopeful 
because peace, when it comes, will 
find a huge pent-up need and desire 
for goods—and many billions of dol- 
lars of savings available to permit 
people to translate their desires into 
buying demand. Industry’s problem 
will be to meet the demand, not to 
create it. 

The prospect is inspiring, because 
at the end of the war, business will 
have its biggest—and perhaps its last 
—hig chance to help put the better 
world for which we are now fighting 
on the healthy economic basis which 
will keep it better. 


Must Be Ready Quickly 


BUSINESS must be ready to act 

quickly and surely when that time 
comes. Long before peace arrives, it 
nust have planned actively and 
soundly for the postwar period, and 
it must have planned boldly to the 
point of daring, aggressively to the 
point of urgency, courageously to the 
point of audacity, and intelligently to 
the point of brilliance. 
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For once peace comes, industry 
must be ready to race to high levels 
of employment very quickly. At that 
time, we will be in what is called 
an economy of deferred demand. The 
problem will be to meet the demand. 
After that, it will be a question of 
sustaining the demand, and _ this 
means maintaining millions so that 
there will not be fear, delusionment 
and want. This is another subject, 
however, which I will not discuss to- 
day. 

This problem is a great challenge 


—a challenge to business. And when 
I say business, I mean YOU—and 
every man in this room. Each one of 
‘you must play your part. It is an 
obligation that certainly rests upon us 
and which we cannot escape. Amerti- 
cans are fighting and dying all over 
the world to preserve your freedom 
and mine. We must assure them a 
better postwar world, one not only of 
security but of security with oppor- 
tunity in a gloriously free and dy- 
namic economy. 





Taxation During and After the War 


(Continued from Page 14) 


be hoped that the federal government 
will confine the sale of tax anticipa- 
tion bonds, now being offered, to tax- 
payers who desire them as a conven- 
ient reserve for current tax liability 
and will not, by attractive discounts, 
induce taxpayers to pay their taxes 
several years in advance. 


Taxation After the War 


T the beginning of this article 

some basic assumptions were 
made with respect to the situation 
while the war lasts. 

Making these same assumptions 
and the further assumption that the 
war will terminate by our victory and 
that, by the time we have won it, the 
damage to our economic fabric will 
not have been of a new kind, i. e., it 
will differ simply in degree from the 
kind of effect on our economy that 
we are now experiencing, then we 
may conjecture that at the end of the 
war the situation will be as follows: 

1. There will be a large national 
debt of the order of $125 billion of 
present value” and it will be owned 
internally. 

2. The national income will be of 
the order of $125 billion of present 
value.” 

3. The postwar level of annual ex- 
penditures by the government will be 
of the order of $20 billions.” This 
sum plus the amount of debt retire- 
ment is the sum which should be 
raised by taxes during the postwar 
years since deficit financing ought to 
be avoided in peace time. 

4. The civilian economy will con- 
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tinue to be undermaintained to the 
end of the war as it is now thereby 
furnishing a backlog of demand tend- 
ing to sustain industrial activity at 
substantially the level at which it is 
during the war.” 

5. Demobilization of men, ma- 
chines and controls will be gradual,” 
but there will still be a tremendous 
unemployment problem. 


Some “Sure” Possibilities 


A> consequences the following are 

within the range of possibility, 

if indeed they are not to be regarded 
as definite probabilities :* 

1. There will be a tremendous dis- 

location of employment resulting in a 





26 This is, of course, a pure guess as to amcunt, 
but a government debt no larger than one year’s 
national income will presumably be quite man- 
ageable if owned internally. 

27 “After the War—Full Emplovment” by Alvin 
H. Hansen, National Resources Planning Board, 
February, 1942, p. 3, suggested 100 billion in 
February, 1942. By January, 1943, the sugges- 
tion was $125 billion. National Resources De- 
velopment Report for 1943, House Document No. 
128, Part I, p. 4. 

28 Magill: “Impact of Federal Taxes,” p. 6. 


29 This is at once the counsel of perfection and 
the definite aim. The National Resources Plan- 
ning Board state: “If appropriate action is 
taken there is no necessity for a post war col- 


lapse.” “After the War—Full Employment,” 
supra, p. 2. But that is not the history of 
nations. As long ago as 1920 this phenomenon 


was described by Roger W. Babson as follows: 
“With the end of a war a pronounced disturbance 
is inevitable. The established demand for goods 
suddenly collapses. Monetary conditions ease and 
there is likely to be a brief reconstruction boom. 
This will be followed by a period of reaction in 
which the destruction of men and property will 
show its full effect.””’ Business Barometers, 14th 
Edition, 1920—Roger W. Bahson. See _ also 
Jenks: ‘Migration of British Capital to 1875,” 
Knopf 1927, p. 25. 


89Tt is planned this way. See detailed dis- 
cussion “Plans for ‘Transition from War to 
Peace” National Resources Development Report 
for 1943, Part I, p. 9 et seq. House Document 
128, part 1 


%1Tt is not possible within the confines of this 
article to give in detail the process of reasoning 
on which the conclusions are based. ey are 
simply listed for the consideration of the reader. 
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drastic cut in public buying power at 
least temporarily. Most marginal 
employees now employed on account 
of the emergency and the extraordi- 
nary wages offered, will revert to 
their former status of housewives, 
retired persons, etc. This will cut off 
their contribution to the purchasing 
power which is having such an infla- 
tionary effect at present. Retail dis- 
tribution will be tremendously af- 
fected. The whole tendency will be 
tremendously deflationary at first. 

2. Some form of revaluation may 
be adopted to ease the burden of the 
public debt. World War I did not 
last long enough to bring about ef- 
fects upon the United States compar- 
able to what may be expected from 
World War II. For a parallel situa- 
tion, it is necessary to go back to the 
effect of the Napoleonic Wars on 
England. There was a popular de- 
mand then that “all debts, public and 
private, be reduced fifty per cent.”” 
The wild inflation in Germany after 
World War I does not furnish any 
comparable situation, but the experi- 
ence of France, which was victorious, 
may furnish food for thought. In 
July, 1926, as a result of having 
fought the war entirely with loans 
rather than taxes, the franc was stab- 
ilized at 3.92 thereby wiping out a 
large part of the internal debt and 
reducing the value of gold bonds to 
less than one-fifth.* 

3. Public works will no doubt be 
utilized to the extent deemed expedi- 
ent." These will be supported partly 
by reserves previously built up by 
local governments but largely by tax- 
ation. 

4. Social Benefit programs will be 
utilized to cushion the shock. These 
will require large funds to be raised 
by taxation. 

5. There will no doubt be an im- 
mediate great reduction in the tax 
burden, as a means of combatting de- 
lation. 

Corporate excess profits taxes will 
probably be abolished, or greatly re- 
duced, at once.” 

Corporate income taxes will also 
be probably greatly reduced, for the 
teason that it will be necessary to 
stimulate trade and encourage new 
ventures which the present high cor- 
porate tax rate tends to discourage. 


Incentive Tax Possible 


HIS reduction may well take the 
form of incentive taxation. For 
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example, corporations would be 
granted a reduction in income taxes 
for increasing employment of labor 
or for purchase of capital goods, or 
for investment in new plant build- 
ings, all with a view to stimulating 
trade and offsetting the let-down due 
to cessation of the war demand. 


In the field of individual income 
taxes the present tendency to increase 
the taxes on the poor will probably 
be promptly reversed, but high taxes 
on the wealthy will no doubt linger a 
long time. 


Estate taxes will probably not be 
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FIRE INSURANCE COMPANIES 
PENNSYLVANIA 


affected much by the coming of 
peace, principally for the reason that 
they have not been increased propor- 
tionately as much as other taxes. If 
our experience after the last war is a 


®2Jenks: “Migration of British Capital to 1875,” 
Knopf 1927, p. 27. 

33 Schoonmaker: ‘‘Our Genial Enemy, France,” 
Long and Smith 1922, p. 99. Our own revalua- 
tion of the dollar is another instance, although 
its purpose was different. 

% The National Resources Planning Board has 
already mapped out this strategy. National Re- 
sources Development Report for 1943, supra, 
p. 18. 

85 Senator Walter 


F. George (Democratic, 


Georgia) Chairman cf the Senate Finance Com- 
mittee, address before United States Chamber of 
Commerce, April 29, 1943, Wall Street Journal, 
April 30, 1943. 


861.R.C., Sec. 3540. 








The $50,000,000 Baltimore fire of 1904 
forcibly demonstrated that so-called 
“fire-proof” types of construction were 
not fire-proof! It also illustrated the 
need for standardized fire-hose couplings. 
Fire engines, brought by rail from New 
York to Baltimore, were useless because 
they could not be connected to the water 
supply. As a result work was begun— 
and is still being carried on—to stand- 
ardize all the fire-hose couplings in the 
United States. 
° 


Capital stock fire insurance companies, 
by their preventive and safety work, have 
played a major role in cutting down the 
nation’s exorbitant fire losses. Today 
this work is more vital than ever, since 
even small fires are dangerous to our war 
effort. National Union and Birmingham 
agents, strong adherents of active fire 
prevention, cooperate with local organ- 
izations in attempts to keep American 
industries free from interruption by fire. 
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guide, there will probably be some 
reduction. It should be observed that 
in general all of the property in the 
country in private ownership passes 
through the Probate Court approxi- 
mately once in every 21 years. This 
furnishes the means to greatly reduce 
the government debt so far as pri- 
vately held, simply by holding estate 
tax rates high. Every time a person 
dies who holds a government bond, 
the estate tax furnishes a means to 
retire a considerable percentage of 


the bonds held by his estate. 

Miscellaneous taxes, such as the 
stamp tax on automobiles,” will be 
largely eliminated since they will be 
politically unpopular, and since they 
fall chiefly on the working classes, 
who will be suffering to some extent 
by unemployment, or at least employ- 
ment at greatly reduced wages. 

In sum, the tendencies which had 
obtained until the war, and were re- 
versed by the war, will be again re- 
instated to some extent at least. 


Renegotiation of War Production Contracts 


(Continued from Page 20) 

war conversion purposes, sound na- 
tional policy requires the encourage- 
ment of manufacturers to set-up such 
reserves. The report suggests that 
somewhat more liberal allowance of 
profit margins might properly be 
made to contractors who create rea- 
sonable reserves of this character 
than are allowed to contractors who 
spend or distribute all profits as they 
are earned. 


Bonding Company Not Involved 


HE surety under a contract or 

subcontract is not liable for the 
repayment of such excessive profits. 
Were this not the law, surety pre- 
miums in such cases where the con- 
tracts were bonded would have been 
required to reflect the increased risk 
involved, which risk is most diff- 
cult to determine. 


Recovery of Excessive Profits 


Upon renegotiation the Secretary 
is authorized to withhold from 
amounts otherwise payable to the 
contractor or subcontractor, the 
amount of such excessive profits, or 
to recover from the contractor or 
subcontractor the amount of such 
excessive profits actually paid to him. 

The company involved should con- 
fer with the Bureau of Internal 
Revenue concerning specific questions 
relating to any particular return if 
the statement of policy issued by the 
Bureau of Internal Revenue on Sep- 
tember 14, 1942 (I. T.-3577) does 


not cover the situation. 


No Adjustment of Tax Liability 


W HERE a federal tax return has 

been filed, the Bureau of In- 
ternal Revenue will not adjust the 
tax liability. Where such a tax re- 
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turn has been filed, the company must 
be given credit in the renegotiation 
for a prior fiscal year in accordance 
with the provisions of another sec- 
tion of the Federal Revenue Act of 
1942 entitled, “Mitigation of Effect 
of Renegotiation of War Contracts 
or Disallowance of Reimbursements.” 

This section provides that if a re- 
negotiation is made in respect to a 
contract with the United States or 
any agency thereof, or any sub- 
contract thereunder, and the amount 
of excessive profits received or ac- 
crued under such contract or sub- 
contract for a taxable year (therein 
designated as “prior taxable year’’) 
is eliminated and in a taxable year 
ended after December 31, 1941, the 
taxpayer is required to pay or repay 
the amount of excessive profits 
eliminated or the amount of such ex- 
cess profits is applied as an off-set 
against other amounts due the tax- 
payer, the part of the contract or 
subcontract price which was received 
or so accrued for the prior taxable 
year shall be reduced by the amount 
of the excess profits eliminated. 


Cost-Plus Ordnance Contracts 


HE regulations of the Ordnance 

Department provide as follows: 
“Cost-plus-a-fixed-fee contracts will 
be renegotiated whether made prior 
to April 28, 1942 (unless final pay- 
ment was made prior to that date) or 
were made thereafter, and whether or 
not they contained a provision for 
renegotiation of the fee. Statutes and 
executive orders prohibiting the mak- 
ing of cost-plus-a-percentage-of-cost 
contracts do not prevent the Board 
from renegotiating such fixed fees. 
Cost-plus-a-fixed-fee contracts of a 
contractor must be considered and 


negotiated independently of his fixed- 
price contracts. 

“In renegotiating such cost-plus-a- 
tixed-fee contracts, the following are 
some of the factors to be taken into 
consideration : 

“1. The contractor should be re- 
quired to set forth separately the ac- 
tual and prospective costs as well as 
the fees, stated separately for each in- 
dividual contract. 

“2. The negotiator should com- 
pare the actual and prospective costs 
of each contract with the estimated 
costs upon which the fee was based. 

“3. The negotiator should deter- 
mine whether the product sold is com- 
plex and complicated, and the extent 
to which the contractor has contrib- 
uted value thereto. For example, 
larger profits should enure to the con- 
tractor if the product is a complicated 
mechanism in which fine tolerances 
must be maintained than if the prod- 
uct is simple and involves only the 
assembling of stock parts. 

“4. The negotiator should ascertain 
the extent of any Government as- 
sistance obtained in performing the 
contract. A contractor who has used 
his own capital in performing the 
contract may be entitled to greater 
consideration than one who has been 
using Defense Plant Corporation 
facilities. 

5. The negotiator should also ex- 
amine the dates, amounts, and fees of 
each contract in historical sequence. 
It is particularly important to note 
whether the fixed fee decreased as the 
volume of the same product to be 
produced under successive contracts 
increased. 

“6. A contractor should in no event 
receive a rate of profit on cost-plus- 
fixed-fee contracts equal to what he 
would receive on fixed-price contracts 
for the same volume of the same 
product since his risks on fixed-price 
contracts are greater. The contractor 
is reimbursed for all of his rein- 
bursable costs under a_ cost-plus-a- 
fixed-fee contract, and over and above 
this receives a fee, virtually being 
guaranteed a profit. Generally speak- 
ing, his risks are confined to the pos- 
sibility that certain items may be dis- 
allowed or that the profit may be less 
than anticipated by reason of his hav- 
ing underestimated his costs when the 
fee was fixed. 

“7. Under no circumstances, how- 
ever, should the fees be reduced arbi- 
trarily in proportion to the reduction 
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of costs below the estimated costs. If 
the contractor clearly demonstrates 
that such reduction of costs is at- 
tributable to his own efforts, the fee 
should not be reduced merely because 
of this reduction in costs. The fees 
received under a cost-plus-fixed-fee 
contract should have a reasonable re- 
lationship to the services performed 
by the contractor.” 


The Rule in Cost-Plus Contracts 


[N the case of a cost-plus-a-fixed- 

fee contract, if an item for which 
the taxpayer has been reimbursed is 
disallowed as an item of cost charge- 
able to such contract and, in a tax- 
able year beginning after December 
31, 1941, the taxpayer is required to 
repay the United States or any 
agency thereof the amount disallowed, 
or the amount disallowed is applied 
as an offset against other amounts 
due the taxpayer, the amount ot the 
reimbursement of the taxpayer under 
the contract for the taxable year in 
which reimbursement for such item 
was received, or was accrued, is 
to be reduced by the amount dis- 
allowed. The statute also provides 
that the amount of the payment, re- 
payment or offset above described 
shall not constitute a deduction for 
the year.in which paid or incurred. 


Credit against the amount of ex- 
cessive profits eliminated, is allowed 
for the amount by which the tax for 
the prior taxable year is decreased 
as above, and there is to be credited 
against the amount disallowed the 
amount by which the tax for the 
prior taxable year is decreased. 


In determining the amount of 
credit to the contractor or subcon- 
tractor, no interest is to be allowed 
except that if the interest is charged 
the contractor by the United States 
or the agency thereof, the credit is 
tequired to be increased by an amount 
equal to the interest on the amount 
involved at the same rate and for the 
same period as interest was so 
charged. 


Contracts with Manufacturers’ 
Representatives 


ONTRACTS between manufac- 

turers and their representatives 
are subject to renegotiation as sub- 
contracts when the representative is 
performing, or agrees to make avail- 
able on request, engineering, me- 
chanical, or other services related to 
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the performance of one or more prime 
contracts with one of the Depart- 
ments or subcontracts thereunder, in- 
cluding assistance in the obtaining of 
priority certificates and in other mat- 
ters required in connection with per- 
formance of the contract. These ac- 
tivities comprise “part of the work re- 
quired for the performance of another 
contract”’ within the definition of sub- 
contract in the renegotitaion statute. 

When a manufacturer’s representa- 
tive also acts as dealer he is in sub- 
stantially the same position as a job- 
ber and his sales of articles to one of 
the departments or a contractor with 
a department or a_ subcontractor 
thereunder are subject to renegotia- 
tion whether the articles are delivered 
from his own inventory or shipped di- 
rect by the manufacturer. Legisla- 
tion is now pending in Congress de- 
signed to give the Government au- 
thority to control the excessive fees 
and profits being received by manu- 
facturers’ representatives or commis- 
sion agents, by defining their con- 
tracts or arrangements with their 
principals as “subcontracts,” under 
the renegotiation statute to permit the 
renegotiation of their profits where 


their gross annual income applicable 
to the procurement of Government 
contracts or subcontracts thereunder, 
exceeds $25,000. (H. R. 1900.) 

A joint Army-Navy Committee to 
deal with the subject of contingent 
fees and excessive compensation of 
sales representatives for obtaining 
government prime contracts and sub- 
contracts thereunder has just been 
formed. This Committee is author- 
ized to investigate the facts, to con- 
fer with the parties in interest for 
the purpose of obtaining refunds or 
reductions of contingent fees or com- 
pensation to representatives 
deemed to be excessive and to estab- 
lish a procedure for joint and cooper- 
ative action by the War and Navy 
Departments with respect to this situ- 
ation. 


sales 


May File Cost Figures 


PON renegotiation, agreements 

made by the Secretary may cover 
such past or future period or periods 
and such contracts as the Secretary 
shall deem advisable. Such agree- 
ments are final and conclusive and 
except upon a showing of fraud or 
malfeasance or a willful misrepre- 
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sentation of a material fact, such 
agreements shall not be reopened or 
modified. Informal tentative agree- 
ments may be made, without preju- 
dice to the subsequent determination 
of excessive profits. 

A contractor or subcontractor may 
file with the Secretaries or all the 
departments concerned, statements of 
actual costs of production and such 
other financial statements for any 
prior fiscal year or years in such form 
and detail as the Secretaries pre- 
scribe. Within one year after the 
filing of such statements, or within 
such shorter period as may be pre- 
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scribed by joint regulation, the Secre- 
tary of the department may give the 
contractor or subcontractor written 
notice that the Secretary is of the 
opinion that the profits realized from 
some or all of such agreements may 
be excessive, and fixing a date and 
place for an initial conference to be 
held within 60 days thereafter. 

If such notice is not given and re- 
negotiation commenced by the Secre- 
tary within 60 days, the contractor 
or subcontractor shall not thereafter 
be required to renegotiate to eliminate 
excessive profits realized from any 
such contract or subcontracts during 
such fiscal year or years. Any lia- 
bility of the contractor or subcon- 
tractor for excessive profits realized 
during such period is thereby dis- 
charged. Such renegotiation must 
be commenced by the Secretary 
within one year after the close of the 
fiscal year of the contractor or sub- 
contractor within which completion 
of termination of the contract or sub- 
contract occurs. 

It is believed that the federal de- 
cisions with respect to what consti- 
tuted completion and settlement, or 
payment under government contracts 
will be persuasive, if not conclusive, 
upon the Price Adjustment Board 
and the Secretaries in their de- 
termination of questions raised by the 
above statute. 


Purposes of Renegotiation 


HE Government recognizes that 
the existence of excessive profits 
is in itself no indication that the con- 
tractor or subcontractor has been 
guilty of any wrongdoing, and no 
evidence that the Government Offi- 
cials involved have failed to exercise 
due diligence. Most necessarily esti- 
mates of costs have proven and will 
prove to be inaccurate when tested 
by the results of actual production. 
The purpose of renegotiation is to 
determine by agreement if possible 
the sum which will constitute exces- 
sive or unreasonable profits under 
circumstances which must necessarily 
vary with the case. In determining 
a reasonable wartime margin of 
profit, reliance is placed on the ratio 
of profits to sales rather than on the 
ration of profits to net worth. - 
Inquiry will be made as to the 
corresponding profits in pre-war 
years, especially where the war prod- 
ucts are substantially similar to the 
pre-war products. It will not be as- 


30 


sumed that a concern is entitled to as 
great a margin of profit on war con- 
tracts as under competitive conditions 
in a non-war period. Profits of com- 
petitors may be considered. 
Reduction of profits as volume in- 
creases is another factor. Consider. 
ation is required to be given to the 
ratio of labor and overhead to ma. 
terials, because a company perform. 
ing its own agreements is entitled to 
greater remuneration than a con- 
tractor who subcontracts most of his 
work. Likewise, a company engaged 
in a technical, difficult manufacturing 
process deserves more consideration 
than a concern manufacturing an 
article comparatively easy to make. 


Cooperative Spirit Shown 
REGARD should also be given to 

the factor that patent rights have 
been voluntarily made available to 
assist the war effect. It is the policy 
of the departments to recognize and 
reward efficiency in reducing costs. 
This practical view of the problem: 
involved and spirit of cooperation 
has resulted in price reductions and 
cash refunds provided by the Army 
Board totaling over a billion dollars. 
Of this billion, however, approxi- 
mately $300,000,000 was returned in 
cash. The balance is attributed to 
price reductions. Since the sum other 
than amount which the government 
would have received from these con- 
tractors in any event through exist- 
ing tax laws represents but a few 
days expenditures under our pres- 
ent war effort, it is important that 
renegotiation should be so carried on 
as not to take away the contractor's 
incentive to produce efficiently. 

The joint release of the Under 
Secretaries of the War and Navy 
above referred to concludes with the 
following statement: 

“The weapons which the Nation 
needs to equip the Army and Navy 
should be produced at a modest 
profit. The first incentive of every- 
one must be the preservation of 
America, and no country whios¢ 
young men have been called upon to 
offer up their lives will tolerat:: it- 
ordinate war profits. The justice of 
this principle, we believe, is self-evi- 
dent to the overwhelming majority 
of American businessmen, who 
recognize that the good repute of 
business requires maximum produc: 
tion of munitions at a minimun: fait 
profit.” 
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Discussion of 


Discount Abuses 


(Continued from Page 10) 

The best approach to such a ¢us- 
tomer is a frank, courteous, but very 
firm statement of what you can and 
cannot afford to do as a business 
proposition, backed up with a strong 
implication that there is no alterna- 
tive but compliance with terms. You 
have to convince him, and the sooner 
and more directly you do it, the better, 
that if he does business with you he 
will have to do it on your terms. You 
have to hold your ground, and domi- 
nate the situation by sheer firmness, 
dignity and self-respect. 

His “chiseling” may become so 
flagrant that you will have to discard 
him as an unprofitable account. Re- 
gardless of your feelings, you must 
manage to do it tactfully. Tell him 
frankly that you would like to have 
his business, but as a matter of simple 
arithmetic you can not make a profit 
on his business if you allow his de- 
ductions. This action, if done courte- 
ously, may prove to be merely good 
strategy in winning your point, for if 
you once gain a “chiseler’s’ respect 
you can manage him. 


Firm Paragraphs for the 
Unconscionable "Chiseler" 


We regret that we must return your 
check for correction, inasmuch as the 


-}period for deducting discount has 


long expired. Invoices are subject to 


es‘ discount only if paid in ten days; 


thereafter the discount is sacrificed, 
in accordance with the terms, which 
we require all of our customers to 


observe. 
* 


This is strictly a business matter. 
You bought the goods on terms of 
2% 10 days, net 30. We adhered to 
all conditions in filling the order, and, 
of course, we expect you to do like- 
wise in paying the account. 

* 


You are in business for profit, and 
so are we. You know what you can 
afford to do, and what you cannot. 


-BSo do we. We are glad to have you 


earn your discounts if you pay in ten 
days, but frankly we cannot profitably 
accept business subject to two per cent 
discount as late as sixty days after 
the date of the invoice. 
* 

This is just a straight business 

proposition. We can afford to allow 
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you a premium for the use of your 
money if you pay us in ten days, but 
we cannot afford to allow it if we 
don’t get your money for thirty or 
forty. days. 

* 

Like you, we know what we can 
and cannot afford to do in the name 
of good business, and business sub- 
ject to 2% discount in 45 days just 
isn’t profitable. 

* 

We know what it costs us to carry 
an account thirty or forty-five days. 
So we have to ask all of our custom- 
ers to adhere strictly to terms, and 
pay the account in ten days if they 
wish to avail themselves of discount. 

* 

You and we are both in business 
for the same purpose—profits. We 
are glad to have you earn your dis- 
count, but when you pay us in forty- 
five days and still take the discount, 
we can’t allow it. We cannot afford to 
pay you two per cent for the use of 
money which actually remains in your 
hands during that forty-five day 
period! 

oe 

You give us a good volume of busi- 
ness, and we appreciate it and want to 
continue to enjoy it. But we will have 
to ask you to adhere to our terms, 
for it just is not profitable for us to 
accept business subject to 2% dis- 
count at the end of 45 days. 

* 


Much as we value your business 
and wish to continue enjoying it, we 
will have to say frankly that we can- 
not accept it subject to the unearned 
discounts you have been taking. It 
just isn’t profitable business that way. 





Taxes As They Affect 
Our Customers 
(Continued from Page 17) 


In these two provisions (Loss 
carry-back and unused excess profits 
credit carry-back) we have a rec- 
ognition that the profits of a busi- 
ness may be subject to violent fluctu- 
ations and here is a definite attempt 
to level off those profits for taxation, 
over a cycle of four years. 


Reserves for Post-War 
Rehabilitation 
S credit grantors, I am sure you 
are interested in recognizing the 
desirability of business concerns set- 
ting aside reserves to meet the con- 
tingencies of the post-war period. 


The principle of post-war reserves 
is recognized to some extent in the 
provision for the post-war refund of 
10% of the excess profits tax paid. 
Those companies that are setting up 
the amount of such post-war refunds 
as a “reserve,” rather than including 
them as a part of “surplus,” are 
recognizing the true purpose of this 
post-war refund. 

Numerous companies are faced 
with the question of renegotiation of 
profits on government contracts, 
which may involve substantial lia- 
bilities. Where contracts have not 
been renegotiated, there must be a 
full disclosure of the contingent lia- 
bility, and any current information as 
to the amount of such liability. 

At present, no provision is made 
for tax purposes, or in the renegotia- 
tion of war contracts to allow post- 
war reserves, either as “deductions” 
for tax purposes, or as “costs” by 
price adjustment boards. 

The Truman Committee, in a re- 
port on “Renegotiation of War Con- 
tracts” released on March 30, 1943, 
makes this important statement in re- 
gard to post-war reserves. “There- 
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fore, while there is certainly no justi- 
fication in the allowance of excessive 
or padded reserves for post-war con- 
version purposes, it is believed that 
sound national policy requires the 
encouragement of manufacturers to 
set up such reserves and that some- 
what more liberal allowance of profit 
margins might properly be made to 
contractors who create reasonable re- 
serves of this character than are al- 
lowed to contractors who spend or 
distribute all profits as they are 
earned.” 

The General Motors Corporation 
provided from its 1942 income an 
amount of approximately 24 million 


EXPANDS 





dollars to bring its Reserve for Post- 
War Contingencies to a total of 40 
million 500 thousand dollars. 

A general recognition on the part 
of business concerns of making pro- 
vision out of profits for contingen- 
cies will certainly strengthen the 
credit stability of those companies. 


Excess Profits Tax Relief 


Sections 721 and 722 of the Inter- 
nal Revenue Code provide for relief 
in those cases where the taxpayer 
bears an excessive burden. 

The provisions of these sections 
will be administered under the rules 
promulgated by the Secretary of the 
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Treasury and it will be necessary for 
the taxpayer to satisfactorily estab- 
lish his eligibility for relief. 

The House Ways and Means Com- 
mittee, in submitting the Revenue Bill 
of 1942, estimated that the then pres- 
ent tax structure would produce in 
the fiscal year 1942 approximately 17 
billion dollars and the 1942 amend- 
ments were expected to produce an 
additional 4 billion dollars. 

In connection with the determina- 
tion of what are “excess profits,” the 
years 1936 to 1939 are considered as 
a standard in determining “normal” 
profits. It is highly significant to 
note just what percentage of corpo- 
rate taxpayers produced the tax rev- 
enue in those years. The following 
figures, from Treasury Department 
statistics, show the percent of total 
corporations reporting income in the 
years 1936 to 1939 inclusive: 

:1936—42% 
1937—40% 
1938—36% 
1939—42% 

Average for 4 years 40% 

One other figure will be interesting 
here for comparison. In 1929, that 
“peak” year, 59% of the total corpo- 
rations of the country reported in- 
come aggregating 11 billion six hun- 
dred million dollars. 


Effect of Taxes 


OW the employees, stockholders, 

and product are affected by the 
taxes of corporations is very striking- 
ly brought out by the following fig- 
ures taken from the annual report 
from the United States Steel Corpo- 
ration for the year 1942: 

Tax provision 1940 1941 1942 
Per employee ...... $336 $629 $679 
Per share of com- 

mon stock ...... 
Per ton of steel in- 

gots produced ... $4 $7 $8 

The American Home Products 
Corporation report for 1942 shows 
total taxes paid: 


S26 


Pe GN ons seis $7.55 
Per employee ..... 895.84 
Labor in its claims for higher 


wages could logically be expected to 
show some interest and concern in 
taxes when expressed in terms of the 
burden per worker and the burden 
per unit of product. 

Such are the “Taxes as they affect 
our customers” and “lest we forget.” 
also of the company which you rep- 
resent. 
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Special Committee 


on Insurance Asks 
For Further Study 


The Special Committee on Insurance 
appointed last April by President Bruce 
Tritton presented its report at the St. Louis 
War Credit Congress. G. W. Patterson, 
Credit Manager of the American Cyanamid 
Company, New York, as Chairman, pre- 
sented the report to President Tritton who, 
in turn, obtained the approval of the Na- 
tional Board of Directors at its meeting 
on Thursday afternoon, May 27th. Mr. 
Patterson’s report urged the desirability 
for obtaining as complete a statement of 
insurance coverage as possible, especially 
during wartime. 

The report further requested the appoint- 
ment of a permanent National Committee 
on Insurance to be composed of credit 
executives and representatives of insurance 
interests for a further study of how best 
to obtain information on insurance cover- 
age. 

It is understood that Paul W. Miller, the 
new National President, will soon appoint 
this committee to carry on the work started 
by the Special Committee which presented 
its report at the St. Louis War Credit Con- 
gress. 

In presenting the findings of his com- 
mittee, Chairman G. W. Patterson offered 
the following resolution which had been 
adopted by his committee as expressing a 
general plan.for the study of insurance by 
credit executives : 

“Resolved: That the National Asso- 
ciation of Credit Men should inform any 
and all insurance groups, fraternities, 
agents, associations or companies that it 
is important that some system be set up 
whereby credit managers could be advised 
of insurable hazards to which their cus- 
tomers are subject and which are not prop- 
erly covered by insurance; 

“That the president of the National 
Association of Credit Men appoint a com- 
mittee composed of equal representation 
from credit men of industry and insurance 
representatives to consider ways and means 
of carrying through to conclusions the 
gathering, assembling and distribution of 
this insurance information to the credit 
fraternity ; 

“That in the recognition of the impor- 
tance of insurance in relation to credit, 
urge that every local association establish 
an insurance advisory council to give fur- 
ther consideration to the problems of insur- 

(Continued on Page 34) 
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Host of Friends Attend 
Funeral of Vane Chase 





in 


Los Angeles: The funeral for S. P. 
(Vane) Chase held on June 4th was 
attended by so many of the friends of the 
late Secretary of the Los Angeles Credit 
Men’s Association, that many had to stand 
outside of the mortuary chapel. The floral 
pieces also were so many in number and 
size that it was impossible to have all of 
them displayed inside the chapel. 

Vane Chase served as Secretary-Man- 
ager of the Los Angeles Credit Men’s 
Association for eighteen years. For sev- 
eral years prior to that he was employed 
as an adjuster for the Los Angeles Whole- 
salers Board of Trade. His exceptional 
managerial ability is reflected in the fact 
that under his management the Los An- 
geles Association has grown to be the 
third largest Association in N.A.C.M. His 
long experience in credit matters and out- 
standing ability in Association work won 
him a host of friends not only in Los 
Angeles but all over the country. Vane 
had a marked ability for infusing en- 
thusiasm into the deliberations of boards, 
committees and other groups with which 
his position brought him in contact. 

(Continued on Page 36 





Committee Reports 


on Legislation and 
Plans for This Year 


Robert L. Simpson, National Vice- 
President, New Orleans, who served as 
chairman of the National Legislative Com- 
mittee in the past year, reported on some 
of the highlights of his committee’s efforts 
at a meeting held at the War Credit Con- 
gress in St. Louis. Among these, he men- 
tioned the efforts to bring about the restor- 
ation of Miller Act Bonds on Government 
Contracts and special work in connection 
with Renegatiation of Government Con- 
tracts and also a general plan for revision 
of the Termination clause in Government 
Contracts. 

Other matters mentioned were the adop- 
tion in some states and revision in other 
states of Bulk Sales and Assumed Name 
Laws and a report on what has been ac- 
complished in the matter of obtaining legis- 
iation to provide for Par Clearance of 
Checks. 

The Committee approved a resolution 
presented by several Associations and In- 
dustry Groups requesting that the President 
of the National Association of Credit Men 
“shall appoint a committee of five with 
instructions to bring said matters before 
the proper goverenment officials and to ad- 
vocate such changes in procedure as may 
be deemed necessary to the end that dis- 
cretionary authority to waive performance 
and payment bonds shall be rescinded, all 
requirements of the Miller Act of 1935 re- 
instated and performance and payment 
bonds uniformly and without discrimina- 
tion required covering all federal public 
works and supply contracts. 

Other resolutions considered by the 
Legislative Committee were those: 

Providing for liquidation of the Regional 
Agricultural Credit Corporation; 

Urging united effort among Industry 
Groups to strengthen the use of N.A.C.M. 
services ; 

(Continued on Page 34) 


When you write the National 
Office, please note this:—Under the 
new post office regulation, the ad- 
dress of the National Office of 


N.A.C.M. is, as follows: 


National Association of Credit Men 
Room 1010 ; 

One Park Avenue 

New York 16, N. Y. 
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Georgia Association 
Honors Paul W. Miller 


New N.A.C.M. President 


Atlanta: At a dinner given June 11th at 
the Piedmont Driving Club in Atlanta, 
there was gathered a distinguished group 
of citizens and members of the Georgia 
Association of Credit Men to do honor to 
Paul W. Miller, recently elected President 
of the National Association of Credit Men. 

Sidney M. Wilson, President of the 
Georgia Association, presided, and twelve 
past presidents were in attendance to do 
tribute to this outstanding leader in the 
field of credit. 

Speakers included Carlyle Fraser, Presi- 
dent of the Atlanta Chamber of Commerce, 
Chas. F. Stone, President of Atlantic Steel 
Company, Marjorie Jennings, representing 
the Credo Club, and Horace S. Collins- 
worth, past president of the Georgia Asso- 
ciation, and past vice-president of the Na- 
tional Association of Credit Men. 

The tables were decorated with summer 
flowers, and a delightful musical program 
was presented. 


Committee on Insurance 
Asks Further Study 
(Continued from Page 33) 


ance in relation to credit, and that these 
committees, together with the local pro- 
gram, meetings or forum committees of the 
local associations, give the question of 
unified and simplified programs for insur- 
ance proper consideration in the planning 
of their programs and discussions ; 

“That the educational activities of the 
National Association include the consider- 
ation of insurance in relation to credit in 
their classes, discussions and publications; 
and 

“That the National Association of Credit 
Men and its insurance committee recom- 
mend the study and advocacy of compre- 
hensive liability and comprehensive fire 
coverages, for risks which are more or less 
standardized, available to the general public 
so that it will be easier for smaller mer- 
chants to obtain a more complete up-to-date 
coverage for all their insurable hazards.” 





Milwaukee: The Credit Women’s Club 
meeting on June 15th at the City Club 
heard President Loretta Fischer report on 
the War Credit Congress in St. Louis. 
Secretary Garness also spoke on Conven- 
tion’ highlights. President Fischer an- 
nounced the appointment of committees and 
gave an outline of the programs for the 
next year. The Credit Women’s Club held 
its annual picnic on June 26th at Hunter’s 
Lake. 


POSITION WANTED 


Manager of credit. trade association for past 
four years seeks. new connection. Prior employ- 
ment totaled seven years in businessmen’s asso- 
ciations; previously in export trade 15 years. 
Well trained in credits, research, surveys, ex- 
port sales, general administrative duties. Will- 
ing to locate anywhere and accept modest com- 
pensation if prospects good. Middle aged, native 
born, hard working, steady. Address Box 7-A, 
Credit ahd Financial Management. 
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Kohnstam Renamed 
3-Cities’' President 
At Annual Session 


Binghamton: David A. Weir, Assistant 
Executive Manager, N.A.C.M., was the 
speaker at the annual meeting and election 
of officers of the Triple Cities Association 
of Credit Men, held at the Arlington Hotel 
on June 9th. C. E. Kohnstam, Babcock, 
Hinds & Underwood, was re-elected Presi- 
dent, and Thomas A. Scalese, of Chas. 
Millar & Son Co., was re-elected First 
Vice President; John B. Denton, Agfa 
Ansco Division, General Aniline & Film 
Corp., was named Second Vice President. 


The new National Vice President Robert 
W. Griffiths, of Utica, and Mrs. Griffiths 
came for the annual meeting, and F. Clif- 
ford Heath, new National Director for 
District No. 2, and several of the mem- 
bers of the Syracuse Board of Directors 
came for the meeting. The Syracusans 
issued a special personal invitation to the 
Tri-State Conference of District No. 2 
which will be held in October in Syracuse. 





St. Louis Awards 
Certificates In 
Credit Courses 


St. Louis: Certificates in the “Credit 
Fundamentals” course and “Advanced 
Credit Problems” course have been issued 
by Orville Livingston, Executive Manager 
of the St. Louis Association of Credit Men 
to the following: Mansel L. Danford, EI- 
vira Friederich, Dorothy Gustin, Lucile 
Hilleman, Charles Schmat, Eunice Som- 
merfeldt, Helen Reding, Bertha Ridley, 
Edward Roach, Alfred Metzler, Paul 
Hoffman, Thomas Cavanaugh, Arthur 
Reich, Mary Kain, Fred Bernatz, and Fred 
Schaefer. 


Four courses were offered during the 
past season, as follows: “Credit Funda- 
mentals,” “Advanced Credit Problems,” 
“Business Correspondence,” ‘“Personnel- 
Public Relations.” 


Seventeen credit women attended the 
eight weeks course on “Personnel-Public 
Relations” under the tutelage of Ralph 
Brown, Personnel Publicity Director of 
the Mississippi Valley Trust Company. 
The following received certificates of com- 
pletion of the course: Nina Darnell, 
Lorene Dunkman, Emma Ebinger, Irene 
Fitzpatrick, Genevieve Hubbell, Ethel 
Leonard, Mary Leslie, Elizabeth Ottens, 
Gertrude Richarz, Eureka Scott and Flor- 
ence Stoermer. 


The Smaller War Plants Corpora- 
tion, H.O.L.C. Building, First and 
Indiana Avenues, Washington, D. C., 
has just issued a little pamphlet en- 
titled “Spreading the Work. 


The Salvation of American Indus- 
try.” A copy of this pamphlet will 
be of interest to any manufacturer 

‘ seeking sub-contracts under war pro- 
duction. 





Notice Required for 
Account Assignments 
In California Now 


San Francisco: The California Legis- 
lature has passed Senate Bill No. 136 pro- 
viding for recording of notice of assign- 
ment of accounts receivable. The new 
statute provides that a notice shall be filed 
with the county recorder of the county in 
which the assignor resides, containing: 

“(1) A statement that the assignor ex- 
pects to assign an account or accounts 
then existing or thereafter arising, to the 
assignee, or 

“(2) A statement that the assignor ex- 
pects to assign certain accounts in which 
event the statement may contain: 

“(a) A list of the accounts so to be 
assigned, setting forth the amount of each 
such account and the names and addresses 
of the persons owing the same; and 

“(b) If such accounts are to be as- 
signed as collateral security for a specific 
obligation, a declaration to that effect, and 
a statement of the amount of such obliga- 
tion.” 

The new statute provides for such mat- 
ters as filing, fees, etc. The bill was signed 
by Governor Warren and will be in effect 
during the summer. 





New Hampshire and 
W. Virginia Adopt 
New Bond Statutes 


Senate Bill No.. 180, recorded in the 
new laws of West .Virginia adopted in 
1943, provides for “Surety or collateral 
bond, payable to the State of West Vir- 
ginia, conditioned that such contractor 
shall well and truly perform his. contract 
and shall pay in full to the persons en- 
titled thereto for all material, supplies, 
equipment, labor, etc.” 

In New Hampshire Senate Bill No. 71 
was adopted as Chapter 182, Laws of 1943, 
amending Section 26 and 27 of Chapter 
264 and providing for a security by bond 
or otherwise for the payment by the con- 
tractors and subcontractors for all labor 
materials and supplies used in the carry- 
ing out of the contract. The new Law 
also provides in Section 27 how the benefit 
of the bond may be accrued to a material 
supplier and Section 27-a provides for 
petition and hearing. 





Committee Reports 


on Legislation Plans 
(Continued from Page 33) 


Proposing that all monies collected by 
employers under payroll deduction plans 
shall be deposited in special Trust accounts. 
This resolution covered the same: plan as 
indicated by Mr. Heimann in his editorial 
in the June issue entitled “Trustees for 
Uncle Sam.” 


Another resolution, referred to the Legis- 
lative Committee by the Electrical and 
Radio Industry Group, urged action which 
would expedite payment of invoices on 
government contracts by finance officers. 


. July, 1943 
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Past Presidents at 
New Orleans Form 
Club to Boost NACM 


New Orleans: A Past Presidents Club 
of the Association was organized on June 
16 at a luncheon meeting, at which the 
following past presidents were present. 

George Grundmann, 1128 City Park Ave. 

J. H. Kepper, Hibernia National Bank. 

Ed. Pilsbury, B. Rosenberg & Sons. 

R. L. Simpson, C. T. Patterson Co., Inc. 

G. E. Brister, American Sugar Refining 
Co. 

J. A. Monier, Jr., Wesson Oil & Snow- 
drift Sales Co. 

Albert P. Spaar, Woodward, Wight & 
Co., Ltd. 

Mr. Grundmann is to serve as President 
of the Club for the next two years. The 
objectives of the Club are as follows: 

1. To continue the friendship and ac- 
quaintance of the past. 

2. To promote both Local and National 
Association interests whenever possible. 

3. To encourage attendance at National 
Conventions and to assist in making the 
trip and the local attendance interesting 
and profitable. 


4. To hold ourselves ready as an ad- 
visory committee when called upon by the 
local Secretary or Board. 


5. To attend quarterly luncheon meet- 
ings. 


B. W. Stauffacher Is 
Elected at Omaha 


Omaha: B. W. Stauffacher, Westing- 
house Electric Supply Company, is the 
new president of the Omaha Association 
of Credit Men for the fiscal year, 1943-44. 
Other officers recently elected are Millard 
C. Lamb, Storz Supply Corp., First Vice 
President; Fred Harris, of the John Deere 
Plow Company, Second Vice President. 
Miss Henrietta Lamb and a group of 
credit women arranged the program for 
the annual meeting and Ladies Nite. 


Wichita Held Annual 
Lawn Party June 15 

Wichita : 
joyed its annual lawn party on June 15th 
at the home of Mr. and Mrs. M. E. 
Garrison. Mrs. Elmer Garrison, Jr., and 
Mrs. Allen Olson presided as hostesses. 
Various games, music and refreshments 
were provided. Mrs. M. E. Garrison was 
absent from the party, owing to the death 
of her brother, Lou Hauser, Litchfield, 
Illinois. 


Committees at Work 


Toledo: The membership Committee re- 
cently appointed by President House, of 
the Toledo Association of Credit Men, has 
already started work in the new fiscal 
year. Prospect lists have been handed 
around to members of the committee, and 
feports will be received at the next 
monthly meeting. 


Credit and Financial: Management . 


The Wichita Association en- 


J. H. Frazier Takes 
Over at Detroit 





Left: President J. H. Frazier, Great 
Lakes Steel Corporation, receiving gavel 
from outgoing President H. J. Lowry, of 
the Michigan Mutual Liability Company, at 
the 47th annual meeting and election of 
officers at the Detroit Association. The 
basket of oranges had nothing to do with 
the delivery of the gavel. If you will look 
carefully, you will see that the gavel is 
being handed over. 





Utica Joins With 
Accountants for Big 
Ladies’ Night Party 


Utica: The annual ladies’ night party 
of the Utica Ass’n of Credit Men and the 
Utica Chapter, Nat’l Assoc. of Cost Ac- 
countants was held in Hotel Utica on 
Monday evening, June 14th. The cost ac- 
countants were host on this alternate year 
and following a fine dinner served to the 
70 present, a brief business session was 
conducted by both organizations. Lawrence 
Malchow, newly elected president of the 
creditmen announced the marriage of the 
Secretary, Helen J. Switzer to Lt. J. Mar- 
tin Casalett on May 12th, 1943 in Cali- 
fornia. 


Moran to Serve on 
Advisory Committee at 
University of Illinois 


Chicago: E. B. Moran, Manager of 
the Central Division, N.A.C.M., has been 
asked to serve as a member of the Ad- 
visory Committee on Marketing in the 
College of Commerce and Business Ad- 
ministration, University of Illinois, for a 
term of two years starting July 1, 1943. 
The members of this Advisory Committee 
are selected because of their leadership in 
certain phases of business administration. 
Mr. Moran will cover the subject of 
“Credit” on the committee’s deliberation. 


oe ee ee ee 


Pennsylvania Amends 
Fictitious Name Law: 
Now Requires Notice 


Pittsburgh: The Pennsylvania Fictitious 
Name Act as now amended provides that 
before a Certificate of Registration can be 
issued by the Secretary of State, notice of 
intent to register must be published in a 
newspaper in the county in which the appli- 
cant resides and also in the legal news- 
paper if one is published in the county. 

The Certificate must be recorded both 
with the Secretary of State and with the 
Prothonotary in the county in which is lo- 
cated the principal place of business. 

The name cannot contain any word in- 
dicating that the business conducted is 
banking, insurance, trust, public service, 
security, guaranty, cooperative or build- 
ing and loan. 

The penalty for violation is—No stand- 
ing at law, which can be cured by the 
payment of a fine of $25.00 and costs. 





Philadelphians Name 
New Official Slate 


Philadelphia: James V. Marron, the 
Yale & Towne Mfg. Co., is the new Presi- 
dent of the Credit Men’s Association of 
Eastern Pa. Vice Presidents are A. Ed- 
ward Southgate, Philadelphia & Reading 
Coal and Iron Company; Wm. E. Vollmer, 
the Philadelphia National Bank; Wm. 
Stockton, the Atlantic Refining Company ; 
and Marc W. Pender, American Stove 
Company. President Marron has already 
appointed chairmen of eight important 
trade groups and also has named James E. 
Jones, Central Iron & Steel Company, as 
Chairman of the Harrisburg Group. Mary 
M. Pearson, Westcott & Thomson, Inc., 
has been named President of the Phila- 
delphia Credit Women’s Group. 


Binghamton: The following are the 
new officers for the Credit Women’s Club: 
Lucille Mielke, President; Marjorie Gil- 
lette, Vice President; Myrtle Prince, 
Treasurer; Effie Leitch, Secretary ; Juanita 
Donahue, Councillor. 





Offer. Recordings 
For Program Use 


New York: The New York University 
Film .Library, 152 West 42nd Street, New 
York, announces an innovation which may 
be of interest to Association program 
chairmen. They offer a series of record- 
ings which might serve as entertainment 
on some programs. For example, four 
recordings of broadcasts in a series on 
the Post-War World cover such subjects 
as “Should We Discuss The Next Peace 
Now?” “Political Reconstruction ;” Eco- 
nomic Requisites of a Durable Peace;” 
The Challenge of the Four Freedoms.” 
These may be obtained on either a pur- 
chasé or retail basis. Those interested 
should address the New York University 
Film‘ Library Recordings Division, 152 
West 42nd Street, New York. 
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Nash S. Eldridge 
Named President 
Of New York CMA 


Nash S. Eldridge, assistant treasurer 
and a director of J. P. Stevens & Com- 
pany, Inc., was elected president of the 
New York Credit Men’s Association at 
the annual meeting of the Association. He 
took office on July 1. 

Mr. Eldridge succeeds Harry J. De- 
laney, vice-president of Meinhard, Greeff 
& Company, Inc., who was president since 
January, 1941, and who was elected a 
member of the Board of Directors of the 





National Association at the War Credit 
Congress in St. Louis. 


Other officers elected were Earl N. 
Felio, Colgate-Palmolive-Peet. Co., first 
vice-president ; E. W. Moon, Jr., Otis Ele- 
vator Company, vice-president; Charles T. 
Corby, Colonial Works, Inc., vice-presi- 
dent; H. Parker Reader, Cannon Mills, 
Inc., vice-president, and Joseph Rubanow, 
Manufacturers Trust Company, treasurer. 

Mr. Eldridge began his business career 
with Fred Butterfield & Co. Two years 
later he joined William Iselin & Co., and 
in 1917 he took a credit position with J. P. 
Stevens & Co., Inc., where he rose to be- 
come assistant-treasurer and a director. 


Long a member of the New York Credit 
Men’s Association, Mr. Eldridge was 
elected vice-president in 1941. Previously 
he had been on the Board of Directors 
and very active on a number of commit- 
tees. Most recently, he served as chairman 
of the membership committee, in which 
capacity he was responsible for an in- 
crease in membership. 

He is vice-president of the Textile 
Square Club and a member of the 475 
Club and the National Institute of Credit. 





Connecticut Credit 
Conference Cancelled 


New Haven: The Connecticut State 
Conference, which had been scheduled for 
the Race Brook Country Club, Orange, 
Conn., for June 15th was cancelled early 
in the month owing to gasoline rationing, 
inability to figure transportation facilities, 
and a negative answer from the OPA for 
the use of automobiles. Four Connecticut 
Associations had planned to join in this 
Connecticut Conference. 
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Host of Friends Attend 
Funeral of Vane Chase 
(Continued from page 33) 


Sylvane P. Chase was born in San Diego 
in 1891. He resided for some time in 
San Bernardino. He attended Pomona Col- 
lege and was a member of the Philomathia 
Fraternity. He was a member of the 
Jonathan Club of Los Angeles and for 
several years served as Secretary of the 
Beverly Glen Improvement Association 
where his residence was located. 

Vane Chase passed away during a heart 
attack at the Palmer House in Chicago on 
Memorial Day, May 30th, while on his 
way back to Los Angeles from the War 
Credit Congress in St. Louis. 

His death removes an outstanding figure 
from the ranks of the National Association 
of Credit Men. At National Conventions, 
Vane was always on hand with a large 
delegation from his Association. His en- 
gaging smile and hearty greeting for old 
acquaintances were remarked by hundreds. 
At the sessions of the Secretary-Managers, 
Vane listened with an attentive ear but 
was not one to often express his views, 
but when he did speak others listened, and 
they knew that he spoke with the authority 
of a successful leader. 





Atlanta Women's Club 


Names New Officers 


Atlanta: The Credo Club of Atlanta, 
Women’s Division of the Georgia Asso- 
ciation of Credit Men, elected the following 
officers for the ensuing year: Ethel Prit- 
chett, President (King Hardware Co.) ; 
Heloise Walker, Vice-President (Economy 
Co. of Ga.); Mary Caldwell, Recording 
Secretary and Treasurer (General Elec- 
tric Co.); Allene Cole, Corresponding 
Secretary (Economy Co. of Ga.). 

At the June meeting, an outing at the 
home of Carmen Dobbs, Marjorie Jennings 
made a report on the War Credit Congress 
which she attended at St. Louis. 


E. William Lane Named 
President at Providence 


Providence: At a meeting of the board 
of directors of the Rhode Island Associa- 
tion of Credit Men, E. William Lane of 
the American Screw Company of Provi- 
dence was named president of the Associa- 
tion. 

Mr. Lane has been active in Association 
affairs over a period of years and has also 
attended numerous national conventions. 
He has taken an active part in the hard- 
ware manufacturers group. Mr. Lane 
gave one of the addresses on the Tuesday 
afternoon program at the War Credit Con- 
gress and served as chairman of the Hard- 
ware Manufacturers industry group session. 

Other officers elected to serve with Mr. 
Lane are as follows: Sydney J. Hoffman, 
Franklin Auto Supply Co., Ist Vice-Pres. ; 
Joseph F. Madden, Nicholson File Co., 2nd 
Vice-Pres.; George H. Smith, Petroleum 
Heat & Power Co., Secretary; William H. 
Richard, Providence Pipe & Sprinkler 
Company, Treasurer. 








Owen S. Dibbern 


Resigns to Take 
On New Position 


Just as the July issue went to press, 
announcement was made from the National 
Office that Owen S. Dibbern, who has 
served for a number of year as Manager 
of the Western Division, has resigned to 
accept a position as General Credit Man- 
ager of the Paraffine Companies, Inc., with 
headquarters in San Francisco. 

In announcing Mr. Dibbern’s resignation 
from the National Staff, Henry H. Hei- 
mann issued the following statement to 
National Officers and Directors to all affili- 
ated Associations : 


“Mr. Dibbern has been with us a great 
many years, during all of which time he 
has given very loyal service. He has a 
host of friends in the credit fraternity of 
the country who will share our regret at 
losing his valuable services. The oppor- 
tunity tendered Mr. Dibbern, however, is 
such that we could not in fairness urge him 
to remain with us. I particularly feel a 
keen loss in Mr. Dibbern’s severance since 
he has been most faithful and cooperative 
in everything he has done.” 


Arrangements have been made with Mr. 
Dibbern for continuing in “after hours” 
some of the duties he had carried as Man- 
ager of the Western Division. 

Mr. Dibbern leaves officially as of Au- 
gust Ist. 





W. F. Wriggins Heads 
New Jersey Assn. 


Newark: Wilbur F. Wriggins, New 
Jersey Bell Telephone Company, is the new 
President of the New Jersey Association 
of Credit Men. Other officers are Benja- 
min S. Berkowitz and Gilbert Rodger, 
Vice-Presidents ; John F. Berg, Treasurer; 
Hampton M. Auld, Jr., Councillor. Mem- 
bers of the New Jersey Association are 
sending congratulations and best wishes to 
Mr. and Mrs. Hamp Auld. Mrs. Auld, 
before her marriage was Miss Edna Val- 
more, Credit Manager of Bloomer Broth- 
ers, Newark, N. Y. They were married 
on June 26th and are now at home at Alps 
Road, Preakness, N. J. Miss Valmore was 
recently elected 2nd Vice-President of the 
Rochester Association of Credit Men. Mr. 
Auld is a Past President of the New Jersey 
Association and is now serving as Coun- 
cillor. 





Dayton: Frank O. Hax, former Secre- 
tary of the Dayton Association of Credit 
Men, is now stationed at Camp Roberts, 
California. His address is Pvt. Frank 0. 
Hax, Battery B—56 F. A. Trg. Bn., Camp 
Roberts, Calif. 






Wait for the New Credit 
Manual of Commercial Laws, 
out early this fall. 
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Ml If it’s success in credit work that 
you are heading for—here’s a 
pointer: 





Some 1000 of your fellow credit 
workers are at this moment studying 
courses offered by the National 
Institute of. Credit—the educational 
arm of the National Association of 
Credit Men. 


They are preparing themselves 
today for today’s responsibilities— 
and tomorrow’s opportuni-ies. 


They have chosen their direction 
—and they are forging forward by 
training in credit. 


ME Have you given serious thought to your own progress? Are you confident 
that you are headed in the right direction? 





If you can’t answer “yes” to that question—then clip the attached coupon. 


Let us tell you about the opportunities in credit and how to prepare your- 
self for them—either by correspondence courses or by classroom attendance. 


Think it over! 


Is your future progress worth the investment of a 3c stamp to prove to 
yourself that you too want to prepare today for the opportunities tomorrow? 


Do it now! 


National Dns titute of Gi Trt Taide 





NATIONAL INSTITUTE OF CREDIT 
One Park Avenue, New York, N. Y. 

Please send me “Forging Forward —by Training in Credit!” with information about your Correspon- 
dence Course in Credits and Collections. 
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House Committee on Naval Affairs 
Holds Hearings on Reconversion Reserves 


Reports from Washington dur- 
ing the last week in June indi- 

M cated a general trend toward a 

definite and more liberal policy 
on the matter of reserves for recon- 
version to be set up by war produc- 
tion plants. 

An Associated Press story quoted 
Dewitt Emery, President of the Na- 
tional Association of Small Business 
Men, as urging at a hearing of the 
House Naval Committee that war 
contractors be allowed to “set aside 
tax-free reserves for easing post-war 
transition back to peacetime produc- 
tion.” His suggestion was for 3% 
on sales up to $1,000,000, and figures 
above that point to be scaled down to 
one half of one per cent. His pro- 
posal was that such reserves should 
be invested in non-interest bearing 
and non-negotiable government se- 
curities until a fixed time after the 
war when they would become negoti- 
able and interest bearing. 

W. L. Marbury, general counsel 
for the Army’s purchasing division, 
also told the House Military Commit- 
tee late in June that Congressional 
sanction should be given for advanced 
payments or guaranteed loans to war 
contractors who face financial dif- 
ficulties through delayed settlement 
of defense contracts. Mr. Marmury 
quoted the case of one contractor in 
tank production who had some $225,- 
000,000 of contracts cancelled. These 
cancellations affected 300 subcontrac- 
tors in the first tier directly below the 
prime contractors and another 1,000 
subcontractors in the second tier. His 
proposal would be to advance a cer- 
tain portion of the money payable to 
the contractor pending final adjudica- 
tion of the contract. The proposed 
legislation offered by Mr. Marbury 
was referred to a subcommittee 
headed by Representative Durham of 
North Carolina for further study. 

Kenneth C. Rockey, Chairman of 
the Navy Price Adjustment Board, 
also declared that the Government 
has a responsibility in solving the 
problems of war contractors in the 
case of a termination of contracts. An 
article in the “Journal of Commerce” 
quoted Mr. Rockey as saying, “Con- 
gress certainly should do something 
about this problem.” His statement 
also was made before the House 
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Naval Affairs Committee. A portion 
of Mr. Rockey’s statement follows: 

“T think the vast majority of com- 
panies will be in a very serious and 
vulnerable position after the war. The 
Government has done everything pos- 
sible to get business into war produc- 
tion but little has been done in connec- 
tion with meeting the problem the 
great majority of companies will face 
after the end of hostilities. I think 
this is a serious problem for Amer- 
ican industry.” 


On the point of revision of the Re. 
negotiation Law, an amendment was 
voted by the House on June 23rd, 
This was enacted as a rider to the 
Military Appropriations Bill. The 
amendment provides for the inclu- 
sion of Defense Plant Corporation 
and Defense Supplies Corporation 
contracts. As the law now stands, 
the renegotiation of contracts applies 
only to the Treasury, Army, Navy, 
Maritime Commission and War Ship- 
ping Administration. 


There is still a probability of a re- 
vision in the entire law as the House 
Naval Affairs Committee is holding 
hearings on this subject. 


Calendar of Corporation Reports and Taxes for July, August, 
September, October 


ARKANSAS—Anti Trust Affidavit due on 
or before August 1—Domestic and For- 
eign Corporations. 

Annual Franchise Tax due on or before 
August 10.—Domestic and Foreign Cor- 
porations. 

CALIFORNIA—Quarterly Retail Sales Tax 
Returns and Payments due on or before 
July 15 and October 15.—Domestic and 
Foreign Corporations. 

Franchise Tax based on net income. Sec- 
ond instalment due on or before Septem- 
ber 15.—Domestic and Foreign Corpora- 
tions. 

ConneEctTicut—Annual Report due on or 
before August 15 (if corporation was or- 
ganized or qualified between July and 
December 31 of any previous year).— 
Domestic and Foreign Corporations. 

DeELAWARE—Annual Franchise Tax due 
between April 1 and July 1—Domestic 
Corporations. 

DomMINION oF CANADA—Return of Em- 
ployers due on or before October 15.— 
Domestic and Foreign Corporations. 

Grorcia—Certified Statement for Regis- 
tration due on or before November 1.— 
Domestic and Foreign Corporations. 

IpAHo—Annual Statement due between 
July 1 and September 1.—Domestic and 
Foreign Corporations. 

Annual License Tax due between July 1 
and September 1.—Domestic and For- 
eign Corporations. 

Irt1noris—Annual Franchise Tax due on 
or before July 1, but may be paid up to 
July 31 without penalty—Domestic and 
Foreign Corporations. 

InprIANA—Annual Report due within 30 
days after June 30.—Domestic and For- 
eign Corporations. 

Quarterly Gross Income Tax Returns and 
Payments due on or before July 31 and 
October 31—Domestic and Foreign Cor- 
porations. 

Iowa—Annual Report due between July 1 
and August 1—Domestic and Foreign 
Corporations. 

Statement of Capital and Property In- 
crease due at the time of filing the 
Annual Report in July.—Foreign Cor- 
porations. 
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Report of Transfers of stock due on or 
before July 1—Domestic Corporations. 

Quarterly Retail Sales Tax Returns and 
Payments due on or before July 20 and 
October 20.—Domestic and Foreign Cor- 
porations. 

KentTucKY—Statement of Existence due 
on or before July 1—Foreign Corpora- 
tions. 

Verification Report as to Process Agent 
due on or before July 1—Domestic and 
Foreign Corporations. 

List of Resident Stockholders and Bond- 
holders due on or before August 1.—Do- 
mestic and Foreign Corporations. 

Louistana—Franchise Tax Report and 
Tax due on or before October 1.—Do- 
mestic and Foreign Corporations. 

Matne—Annual Franchise Tax due Sep- 
tember 1; delinquent one month later— 
Domestic Corporations. 

MassaAcHusETTs — Second Instalment of 
Excise Tax due on or before October 20. 
—Domestic and Foreign Corporations. 

MicuicAN—Annual Report and Franchise 
Tax due during July and August——Do- 
mestic and Foreign Corporations. 

Report of Unclaimed Moneys, Securities, 
Credits, etc., due on or before June 30.— 
Domestic and Foreign Corporations. 

Misstssippr—Annual Report and Fee to 
Factory Inspector due in July.—Domes- 
tic and Foreign Corporations employing 
5 or more persons in Mississippi. 

Annual Franchise Tax Report and tax due 
on or before July 15—Domestic and 
Foreign Corporations. 

Mrssourr—Annual Statement, Registration 
and Anti-Trust Affidavit due during 
July—Domestic and Foreign Corpora- 
tions. 

Montana—Annual License Tax based on 
net income due on or before June 15—- 
Domestic and Foreign Corporations. 

NeprasKA—Annual report and Franchise 
(Occupation) Tax due on or before 
July 1—Domestic Corporations. 

Annual Report and Franchise (Occupa 
tion) Tax due during July.—Foreigt 
Corporations. 

Nevapa—Annual List of Officers and Des 
ignation and Acceptance of Resident 
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Agent due on or before July 1.—Domes- 
tic and Foreign Corporations. 

New Jers—Ey—Franchise Tax Return and 
Tax due on or before August 15.—For- 
eign Corporations. 

North Carotina—Annual Franchise Tax 
Report and Tax due on or before July 
31.—Domestic and Foreign Corporations. 

North Daxota—Corporation Report due 
during July—Domestic Corporations. 

Quarterly Retail Sales Tax Returns and 
Payments due on or before July 20 and 
October 20.—Domestic and Foreign Cor- 
porations. 

Oxn1o—Annual Franchise Tax due on or 
before July 15—Domestic and Foreign 
Corporations. 

Retail Sales Tax Returns and Vendors’ 
Excise Tax due on or before July 31.— 
Domestic and Foreign Corporations. 

OxLAHOMA—Annual Capital Stock Affida- 
vit due between July 1 and August 1.— 
Foreign Corporations. 

Annual License Tax Report and Tax due 
on or before August 31.—Domestic and 
Foreign Corporations. 

Annual License Fee due within 30 days 
after July 15.—Domestic Corporations. 
Annual License Fee due between July 1 
and August 15.—Foreign Corporations. 
RuopE Istanp—Corporate Excess Tax 
due July 1; delinquent after July 15.— 

Domestic and Foreign Corporations. 

Semi-Annual Report to Department of La- 
bor due in October and April.—Domes- 
tic and Foreign Corporations employing 
five or more persons in Rhode Island. 

TENNESSEE—Annual Privilege (Franchise) 
Tax Return and Payment and Annual 
Report and Tax due on or before July 1. 
—Domestic and Foreign Corporations. 

Excise Tax Report and Tax due on or 
before July 1.—Domestic and Foreign 
Corporations. 

Report of Dividends paid to residents due 

on or before July 1—Domestic and For- 
eign Corporations. 

Unitep States—Capital Stock Tax Re- 
turn and Payment due on or before July 
31.—Domestic and Foreign Corporations. 

Uran—Annual Report to the Industrial 
Commission due in July—Domestic and 
Foreign Corporations employing 3 or 
more persons in Utah. 

WasHINGTON—License Fee due on or be- 
fore July 1—Domestic and Foreign 
Corporations. 

West Vircrnra—License Tax Statement 
due on or before July 1.—Domestic 
Corporations. 

Annual License Tax due on or before July 
1—Domestic and Foreign Corporations. 

Fee to State Auditor as Attorney in Fact 
due on or before July 1.—Foreign Cor- 
porations and those Domestic Corpora- 
tions whose principal places of business 
or chief works are located in other 
states. 

Quarterly Business and Occupation (Gross 
Sales) Tax Returns and Payments due 
on or before July 30 and October 30.— 
Domestic and Foreign Corporations. 

Wisconstn—Second instalment of Income 
Tax due on or before August 1.—Do- 
mestic and Foreign Corporations. 

Wyominc—Annual Staterhent and License 
Tax due on or before July 1—Domestic 
and Foreign Corporations. 
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Business Thermometer 


Vialesalens’ SL “Gicuitinninié and Ccllsaliinns 
April 1943 


Sales of 2,728 wholesalers repre- 
2 senting most kinds of business 
uw gained slightly (3%) in April, 
1943, compared with April a 
year ago, according to an announce- 
ment released today by J. C. Capt, 
Director of the Census. For the first 
four months of this year sales were 
up 4 per cent over those for the like 
period of 1942, but remained at ap- 
proximately the same level in April 
as in March this year. 

This monthly study is conducted 
jointly by the National Association 
of Credit Men and the Bureau of the 
Census. Detailed figures are pre- 
sented in the following table in sum- 
mary for the United States, and, in- 
sofar as the data permit without dis- 
closing individual operations, by geo- 
graphic divisions. 

On a _ year-to-year comparison, 
sales in April were higher by 2 to 59 
per cent for 27 of the 35 trades pre- 
sented separately in this survey, and 
lower by 3 to 28 per cent for 7 trades. 
One (hardware, industrial supplies) 
showed the sales level virtually un- 
changed. Noteworthy gains in dollar 
volumes were revealed by wholesalers 
of confectionery, 59 per cent ; coal, 47 
per cent; beer, 39 per cent ; wines and 
liquors, 31 per cent; fresh fruits and 
vegetables, 29 per cent; jewelry, 23 
per cent; drugs and sundries (liquor 
excluded), 22 per cent; metals, 21 
per cent; specialty lines of groceries 
and foods, 19 per cent; tobacco and 
its products, 16 per cent; dry goods 
and full-line wholesalers of groceries 
and foods, each 15 per cent. Volun- 
tary-group wholesalers of groceries 
and foods recorded a 12 per cent in- 
crease; wholesalers of automotive 
supplies, 6 per cent; of meats and 
meat products and paper and its 
products, 4 per cent each; and of 
clothing and furnishings, except 
shoes, 3 per cent. Both wholesalers 
of shoes and other footwear and of 
machinery, equipment, and supplies 
(except electrical) noted declines in 
sales of 3 per cent; wholesalers of 
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lumber and building materials, 9 per 
cent; of general hardware, 11 per 
cent; of electrical goods, 24 per cent; 
and of plumbing and heating sup- 
plies, 25 per cent. 

At the close of April, 1943, inven- 
tories, in terms of dollars based on 
cost values, were 23 per cent under 
their April, 1942, level, but only 
slightly below the level of the pre- 
ceding month. 

The stock-sale ratio for wholesal- 
ers at the end of this April was 108; 
at the end of last April, 143; and at 
the end of March, 1943, 108. Of the 
32 trades for which stock-sales ratios 
are shown, only 2 (wholesalers of 
tobacco and its products and optical 
goods) registered increases, April, 
1943, against April, 1942. Wholesal- 
ers of chemicals, with an 18 per cent 
gain in sales and 10 per cent less in- 
ventory, showed a stock-sales ratio of 
97 for this April as against 133 last 
April. With sales up slightly (2%) 
and inventories down 16 per cent. 
wholesalers of paints and varnishes 
revealed a ratio of 152 for April, 
1943, and 186 for April, 1942. 
Wholesalers of furniture and house 
furnishings disclosed a_ stock-sales 
ratio of 94 for April, 1943, and of 
140 for April, 1942, reflecting a 28 
per cent decline in sales and a 54 per 
cent decline in inventories. Dairy and 
poultry products wholesalers showed 
sales up 20 per cent, inventories down 
26 per cent, and on April, 1943, 
stock-sales ratio of 31 vs.an April, 
1942, ratio of 47. 

Collections on accounts receivable 
were up more than 29 per cent for 
April, 1943, compared with April, 
1942, and up nearly 3 per cent com- 
pared with the preceding month. The 
collection ratio for April, 1943, was 
109; for April, 1942, 84; and for 
March, 1943, 106. Accounts receiv- 
able were 17 per cent less as of April 
1, 1943, than as of April 1, 1942; but 
at the beginning of this April were at 
approximately the same level as of 
March 1, 1943. 
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Wholesalers’ Sales and Inventories —April 1943 
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Kind of Business a ae | are en 
| April April | Percent | April April 
| abe | 1943 1943 oe oe j wy aed 19438 | 1943 | os 
| of firms vs. | vs. | April | from { Months of firms "a. 1 we: April 30, . | 
| reporting | April | March 1943 4 Mos, | 1943 reporting | April | March 1943 April | April | March 
| sales | 1942 1943 | (Add 000)| 1942 | (Add 000) | stocks 1942 | 1943 | (Add 000)} 1943 | 1942 | 1943 
___ United States roe «See +3 | b | $302, 182| +4 | $1,377,429 | 1,733 —23 Pa 2 | $200,619 | 108 | 143 108 
aS rea ek ea ae = ; P ‘nae | 
Automotive Supplies | 198 | + 6 +5 | 4,351/ —3 | 18,329 102 | —26 | b 3,551 | 171 | 259 | 178 
Chemicals (industrial)........... 17 | +18 | —3 | 1,309] +3 | 7,889 13 | -10 | —3 1,034 97 133 100 
Paints and Varnishes. . . .. 29 | +21 +9 1,068 | +4 | 11,112 15 | —16 | +1 1,300 | 152 | 186 | 16) 
Clothing and Furnishings, except ‘Shoes. 4 | +3 | —-14 4,141| —2 | 15,966 22 | -38 | —4 868} 76 | 151 69 
Shoes and Other Footwear........ cece 29 —3 | +10 | 18,825} +1 | 70,096 17 | —40 | -—12 | 3,674) 43 | 76 47 
eee tee ro i oa ia 7 +47 | —13 1,279 | +38 | 5,583 | c c e | e | 
ee anne. PR | Ie] was) ge) mse) el | te | mal a | am | 
eee te i 1 ee. 19.1 23 | 78,283 | ! —34 ] —1 | 4 
Electrical Goods.......|........... | mm 1h +2 | 267997 re | 104,676| 264 | —55 | —3 | 13/198] 53 | 92 | 56 
Dairy and Poultry Products. ....... 28 | +20 —16 | 2,208) +24 | 11,626 18 —26 —4 309 | 31 47 26 
Fresh Fruits and Vegetables............ at 88 | +29 b | 4,893) +34 | 20,048 60 | +8 | —14 492; 15 17 16 
OS SS SSS ae SoAee 8 +22 —38 1,884 | +35 8,257 c c c e | | ’ 
Furniture and House Furnishings. . ed 54 | —28 | —11 5,407 | —12 | 29,124 | 30 | —54 {| —11 3,956 | 94 | 140 93 
Groceries and Foods, except Farm Products. 610 | +14 | +1 | 56,291 +11 268,841 | 377 —17 —2 | 42,7383 | 134 182 137 
Full-line Wholesalers d....... | 306 «=| +15 +1 | 24,892} +14 | 108,990 | 185 —18 —3 | 19,510] 133 186 136 
Voluntary-group Wholesalers. : | 146 | 412 +3 | 21,310} +4 91,315 | 100 | —17 | —2 | 17,696] 159 | 207 | 160 
Retailer-cooperative Warehouses... ae Ww i +01] —9: | sen: +3 | 17,092 | 10 | -18 | +4 | 2,392] 124 | 158 | 117 
Specialty Lines.................. Piee 141 | +19 | b 6,416 | +24 | 51,444 | 82 —-9 | —-5 3,135 7} i; U8 
Confectionery................. | 37 | +59 | —4 |, 1,222] +650 4,810 | 23 —30 —13 234 4 | 90 | §51 
oye eaagpamaamnal | [db] ts | 888) EP) eas) Ba) Wt) aR | ae 
eS ere er 9 1, f |} —4 |] —7 } | 
Wines and Liquors. . cs 23 +31 " b | 3,754 Bey 33,997 | 5 | +6] +1 4,682 | 150 | 183 | 156 
Liquor Department of Other Trades ¢.__ 37 +32 | —14 | 7,061 | +34 31,557 35 —30 a 7 7,041 100 190 93 
Total Hardware Group............ ee ee ae ee b 38,436 | —10 171,966 219 —28 -—2 38,437 | 155 187 157 
General Hardware................... “Tl 434 —11 b 22,405 | —13 | 98,331 83 —31 —3 26,355 | 170 | 211 | 172 
Industrial Supplies... ... ; 107 +1 +3 | 10,259} +1 50,051 68 | —14 | +1 8,766 | 135 | 162 | 140 
Plumbing and Heating Supplies....... ; ea 108 —25 —5 | 5,772 | —17 23 , 584 68 —35 —3 3,316 | 120 |; 121 | 112 
re ) | RUSE] MB) Pe] ES) Sh] PP | S| a | i | ae 
Lumber and Building Materials..................| 55 make | eel =e 16,545 so | «0 | +3 2,618 | 101 | 112 | 107 
Machinery, Equipment, and Supplies, except Electrical. 68 —3 +2 3,393 | — 8 | 13,994 | 46 —30 — 3 3,457 | 127 175 136 
Meas meena | dah | ab | oadt) Pe) bah) La ED a | RE 
EES ots pain Canes baa en ; : \ 3 Z 9 | 22, j 5 - ,6 
Paper and Its Products.......... : 88 +4 —1 | 6,547] —11 | 27,236 | 45 — 8 b 4,763 | 135 145 132 
Petroleum............. 8 —15 —9 | 627; —4 | 61,857 | 4 —10 +3 236 | 59 | 70 58 : 
Tobacco and Its Products... | 138 | +16 —2 | 17,068} +17 63,033 | 56 | +20 —-6/] 5, 466 64 | 61 | 69 Prim. 
Leather and Shoe Findings ; a cee 17 | +10 —9 | 488 | +18 1,974 | | c c c c | 
Miscellaneous... . scene 20 !' +5 | +4 2,275| +5 | 9,368 | 24 | —21 pit se ct 2,660 | 187 | 172 | 115 
; 7 a Ei i a tablet 
a These alias ratios are percentages obtained by dividing stocks by sales for an identical group of firms. b Less than 0.5 percent. 
¢ Insufficient data to show separately. d Not affilated with voluntary or cooperative groups. e Chiefly of the wholesale drug trade. 


Wholesalers’ Accounts Receivable and Collections—April 1943 Dise 
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As of 
Number 1 | April 1943 se 1943 —_ 1, 
of firms April April March vs. 943 Cre 
reporting 1943 1942 1943 | April 1942 March, 1943 (Add 000) 
—_—— _ a ae - — = Sa aamagwenemes EE SEE 
vu nited States | 2,250 109 | 84 | 106 17 4 $239, 689 
| | 
Automotive Supplies... . . . oe 152 87 73 86 —§3 +5 3,208 
Chemicals (industrial).............. ; x 16 94 7 90 —13 —2 1,227 
Paints and Varnishes............... 28 62 53 59 —16 +11 1,471 
Clothing and Furnishings, except Shoes. 41 82 66 | 99 —19 + 8 4,962 
Shoes and Other Footwear............... 26 85 61 73 i —27 -—1 11,306 
SRS ak nampa RD | 2 96 77 93 i ee) ot 1,572 
Drugs and Sundries (liquor excluded). . “i 116 98 7 100 - 9 +4 22,904 
NR te ee a, . \ 86 74 | 57 | 74 | —7 | +1 24,618 
Electrical Goods. . Pena ; an ae 283 78 76 76 —19 b 31,824 
Dairy and Poultry Products............. es oe ah ee 21 188 155 217 +1 — 3 968 
Fresh Fruits and Vegetables. . Veaeoe ie Peete 7 175 142 | 184 +14 + 4 1,764 
"ES ee eee so ee Ue | 5 112 | 98 126 | +21 | +34 2,381 
Furniture and House Furnishings. . : ; | 43 85 62 86 | —42 | -—1 5,806 
Groceries and Foods, except Farm Products : 453 } 146 104 136 —18 -—9 30,543 
Full-line Wholesalerse............ 213 138 | 97 125 —15 —11 14, 129 
Voluntary-group Wholesalers... ...... j 117 i 156 { 107 145 —24 —10 11,013 Pos 
Retailer-cooperative Warehouses .. 15 206 167 213 -—9 —2 1,623 . 
Specialty Lines................. 108 | «126 94 6=— | s2 -9 b 3,778 tior 
Confectionery........... 20 i 112 76 | 114 —1] 9 469 
Meats and Meat Products... . 7 233 183 192 — 5 —10 15, 467 
ee resi iag «2. 32 142 109 | 180 ~4 7 385 
Wines and Liquors. . 18 151 98 | 139 —14 —13 2,091 
Liquor Department of Other Trades 33 144 74 133 ~—14 —10 6, 156 
Total Hardware Group. . : 323 88 72 88 —26 +4 39, 294 
General Hardware... .. be tc ices 123 91 69 | 91 —33 +3 22,034 
Industrial ones. paaae : anak 95 88 82 | 89 —4 +4 9,950 
Plumbing and Heating Supplies We aace carn ast | 105 j 80 | 71 | 79 —25 + 4 7,310 
err ean cis diusiva towns 24 63 | 32 65 —37 +7 1,627 
TEE ee th ic cvs op uhe | 13 93 68 81 | —13 +4 228 
Lumber and Building Materials . ee 52 | 91 72 91 —19 +7 4,064 
Machinery, Equipment, and Supplies, except Electrical . Seay eEee | 59 83 | 71 81 —20 — 3 3,472 
Surgical Equipment and a. dc Ectancassyhaen 17 66 | 52 60 —19 +5 512 
RS re Sas en ; ; . . ; | 29 | 108 | 111 122 + 9 +10 5,002 
Paper and Its Products... ra 7 87 80 84 | —18 + 3 6,449 
Petroleum............ 6 127 108 136 —24 +14 436 
Tobacco and Its Products 94 167 131 165 +8 —2 7,576 
Leather and Shoe Findings 15 92 59 i 86 —24 +3 407 
Miscellaneous. . . . 15 87 83 90 —12 —16 1,500 
| i i 
a Collection percentages are obtained by dividing the viii by accounts receivable for an identical group of firms. 
b Less than 0.5 percent. ec Not affiliated with voluntary or cooperative groups. d Chiefly of the wholesale drug trade. 


se a a A i ee AMD ale gern a ig ag at oh . . July, 1948 


